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SECURITIES ACT OF 1933 
Rel. No. 5394/May 15, 1973 


Admin. Proc. File No. 3-2431 


e In the Matter of 


VOLUME 1, NO. 16 


LACY SALES INSTITUTE, INC. 
80 Union Street 

Newton Centre, Massachusetts 
(24B-1577) 


FINDINGS, OPINION AND ORDER PERMANENTLY 
SUSPENDING REGULATION A EXEMPTION 
EXEMPTION FROM REGISTRATION 


Grounds for Suspension of Exemption 
Misleading Statements 


Failure to Comply with Terms and Conditions of 
Regulation A 


Where notification and offering circular, filed pursuant to 
Regulation A for purpose of obtaining exemption from 
registration under Securities Act of 1933, failed to make 
required disclosures with respect to broker-dealer firm’s 
participation as underwriter in securities offering and 
receipt of underwriting compensation; where notification 
failed to include written consent of all the underwriters 
employed by issuer; and where report filed upon comple- 
tion of offering failed to describe total underwriting dis- 
counts; but where evidence failed to establish that presi- 
dent of broker-dealer firm also acted as underwriter in 
offering, he/d, allegations in temporary suspension order 
relating to president of firm should be stricken and order 
as sO amended made permanent. 


APPEARANCES: 


Willis Riccio and Nancy L. Driggs, of the Boston Regional 
Office of the Commission, for the Division of Corporation 
Finance. 


Edward N. Gadsby, of Gadsby & Hannah, for Lacy Sales 
Institute, Inc. 


Sumner H. Woodrow, of Balliro and Woodrow, for Albert 
Yanow & Company. 


Edward T. O'Dell, Jr., of Goodwin, Procter & Hoar, for 
Viscount Securities, Inc. and Joseph P. Abdella. 


Lacy Sales Institute, Inc. (“‘issuer’’), a Massachusetts cor- 
poration, filed a notification and offering circular with us 
on April 28, 1969, for the purpose of obtaining an exemp- 
tion from the registration requirements of the Securities 
Act of 1933, pursuant to Section 3(b) thereof and Regula- 
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tion A thereunder, with respect to a proposed offering of 
100,000 shares of its 5¢ par value common stock at $2 
per share. The offering was completed on September 15, 
1969. On May 6, 1970, we issued an order pursuant to 
Rule 261 of Regulation A temporarily suspending the 
exemption. A hearing, for the purpose of determining 
whether we should vacate the temporary suspension order 
or enter an order permanently suspending the exemption, 
was requested by the issuer, by Albert Yanow & Com- 
pany (‘‘Yanow’”’), the named principal underwriter, and 
by Viscount Securities, Inc., a registered broker-dealer, 
and its president, Joseph P. Abdella, who were alleged to 
have participated as underwriters in the offering. There- 
after, the issuer and Yanow withdrew their requests for a 
hearing. Following a hearing, at which Viscount conceded 
that it had acted as an underwriter and the sole issue was 
whether Abdella also had acted as an underwriter, an 
initial decision by the administrative law judge was waived, 
proposed findings and a brief were filed by our Division 
of Corporation Finance (‘‘Division’’), and a brief was filed 
by Abdella. 1 


In view of the withdrawals of the request for a hearing by 
the issuer and Yanow, and Viscount’s admission that it 
was an undisclosed underwriter of the offering, we find, 
as alleged in our temporary suspension order, that the 
notification and offering circular were materially mislead- 
ing in failing to disclose that Viscount participated as an 
underwriter in the offering, that additional underwriting 
compensation in the form of warrants and investment 
securities were issued to it, and that the issuer, Yanow, 
and Viscount, by their use of the offering circular in the 
distribution of the offering, violated the anti-fraud provi- 
sions of Section 17(a) of the Act. We further find that the 
terms and conditions of Regulation A were not complied 
with in that the notification failed to include Viscount’s 
written consent to act as an underwriter; that the offering 
circular failed to disclose the aggregate underwriting dis- 
counts paid to Viscount, all warrants outstanding or pro- 
posed to be granted to purchase securities of the issuer, 
and the method by which the securities were to be 
offered; and that the issuer’s report on Form 2-A filed 
after completion of the offering failed to describe the 
total underwriting discounts. 


The Division contends that Abdella also was an under- 
writer of the offering and should be included in the find- 
ings made with respect to Viscount. It asserts that Abdel- 
la, who was the chief executive officer and a 20% stock- 
holder of Viscount, 2 was the “controlling force behind” 
that company and that he and Viscount should be con- 
sidered ‘‘one and the same” person. The Division points 
out that Abdella was the only person at Viscount the 
president of the issuer spoke to during extensive discus- 
sions concerning the granting of additional underwriting 
compensation in consideration of Viscount taking down 
additional shares; that while such compensation was in 
the form of warrants assigned to Viscount and the sale of 
10,000 shares of restricted stock to Viscount by the 
issuer’s president, Abdella signed an investment letter with 
respect to those shares in his individual capacity and not 
as president of Viscount, even though he was a law school 
graduate and had requested that the issuer’s attorney 
handle the transaction so that it would be legal. 


On the record before us, we are satisfied that Viscount 
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cannot properly be considered Abdella’s alter ego. There 
was no such unity of interest and ownership as to justify 
treating Viscount and Abdella as the same person. It is 
clear that Abdella was acting as an officer of Viscount 
with respect to the distribution of the offering and was 
not acting individually as an underwriter. Abdella per- 
sonally did not receive any underwriting compensation, 
pay any underwriting expenses, or pay for any of the 
22,000 shares of the offering received from the principal 
underwriter. 3 The restricted shares were sold to Viscount, 
as stated in the letter addressed to Viscount by the issuer’s 
attorney and president, and Viscount paid for those shares. 
The investment letter, which Abdella claims he inadvert- 
ently signed in his individual capacity, was a form sub- 
mitted to him by the issuer’s president for his signature, 
and apparently was not carefully reviewed by him since 

he also overlooked the fact that the form was dated Feb- 
ruary 21, 1969, more than six months before he actually 
signed it. 


We are of the opinion that Abdella was not an underwriter 
with respect to the offering, and we conclude that the 
allegations in our temporary suspension order insofar as 
they related to him should be stricken and that such 

order as thus amended should be made permanent. 


Accordingly, 1T IS ORDERED pursuant to Rule 261 of 
Regulation A under the Securities Act of 1933 that, sub- 
ject to the amendment set forth above, the temporary 
suspension order dated May 6, 1970 with respect to the 
public offering by Lacy Sales Institute, Inc. be, and it 
hereby is, made permanent. 


By the Commission (Chairman COOK and Commissioners : 
OWENS, HERLONG and LOOMIS), Commissioner 
EVANS not participating. 

Ronald F. Hunt 

Secretary 


1Our findings are based upon an independent review of 
the record. 


2Viscount had four other stockholders, each owning 
20%, who with Abdella were directors of Viscount. 


3Cf. Bankers Union Life Company, 2 S.E.C. 63, 69-70 
(1937); American Tung Grove Developments, Inc., 8 S.E.C. 
51, 55 (1940); Shawnee Chiles Syndicate, 10 S.E.C. 109, 
116-17 (1941). 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10146/May 11, 1973 


The Securities and Exchange Commission announced the 
temporary suspension of exchange and over-the-counter 
trading in the securities of Arlan’s Department Stores, 
Incorporated, New York, New York for a ten-day period 











commencing at 4:45 p.m. (EDT) May 11, 1973 and con- 
tinuing through May 20, 1973. 


The suspension was requested by the company because of 
the lack of accurate public information about the com- 
pany’s financial condition. The New York Exchange halted 
trading on May 11, 1973. The company has stated that it 
will make an announcement during the week of May 14, 
1973. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10147/May 14, 1973 


COMMISSION CONCURS IN NASD ADOPTION OF 
RECIPROCAL BROKERAGE RULE 


The Securities and Exchange Commission today advised 
the National Association of Securities Dealers, Inc. 
(“NASD”) that it reviewed and did not disapprove the 
Association’s proposed amendments to its Rules of Fair 
Practice prohibiting certain reciprocal brokerage practices, 
which had been filed with the Commission pursuant to 
Section 15A(j) of the Securities Exchange Act of 1934 
(“Exchange Act’’). 1 The Commission also announced that 
it will soon publish for comment a proposed parallel rule 
under Section 15(b)(10) of the Exchange Act to bar such 
practices by broker-dealers who are not members of the 
NASD. 


The NASD’‘s new rule provisions (Section 26(k) ), which 
are expected to become effective shortly, are intended to 
prohibit members from favoring or disfavoring the distri- 
bution of particular investment company shares on the 
basis of brokerage commissions received, soliciting or mak- 
ing promises of an amount or percentage of brokerage 
commissions in connection with the distribution of invest- 
ment company shares, and seeking orders for the execution 
of portfolio transactions on the basis of their sales of in- 
vestment company shares. 


The NASD disseminated a prior draft of the rule pro- 
posals for public comment on July 27, 1972. After con- 
sidering the comments it received, 2 the NASD made 
various changes in the proposals, and the present version 
was disseminated for membership vote on November 29, 
1972. The Association’s members have approved the pro- 
posed rule. 


It should be noted that the amendments were adopted by 
the NASD in response to the Commission’s February 2, 
1972 Statement on the Future Structure of the Securities 
Markets which urged the NASD to initiate measures de- 
signed to prevent the practices covered by the amended 
rule. 


In advising the NASD of its concurrence in the rule 
amendments, the Commission requested that the Associa- 
tion consider further self-regulatory measures to deal with 
existing and potential reciprocal brokerage practices sim- 
ilar to those covered in the present amendments in con- 
nection with other types of situations. The Commission 
stated: 


“As noted, the amendments would become a part of 
Article I11, Section 26 of the NASD Rules of Fair 
Practice. This Section is by its terms limited to open- 
end companies. Similar considerations would be appli- 
cable to reciprocal brokerage practices related to the 
distribution of shares of closed-end investment com- 
panies. Accordingly, the NASD should take appropriate 
steps to deal with any such problems as to closed-end 
companies. 


In addition, it appears that some or all of the public 
policy considerations underlying the rule amendments 
may be applicable, at least in principle, in other con- 
texts, such as the distribution of participations in vari- 
able annuity and variable life separate accounts, not 
now covered by Section 26 where persons making such 
distributions are in a position to receive portfolio 
brokerage. A number of comments referred to these 
limitations on the rule’s coverage. Accordingly, the 
Commission believes it would be desirable for the 
NASD to give early consideration to the question of 
whether or not parallel regulatory measures should be 
adopted in these areas as well. We would appreciate 
your keeping the Commission advised as to the nature 
and progress of your studies or inquiries in these re- 
spects.”” 


In its letter to the NASD, the Commission also requested 
that the Interpretation to be published by the Associa- 
tion in conjunction with the adoption of the rule amend- 
ments be supplemented in certain respects: 


“1. The Interpretation should include language which 
would make clear that distributions of mutual fund 
contractual plans and variable annuity plans organized 
under unit investment trusts would be covered by the 
rule’s prohibitions since sales of such plans are indirect 
sales of the mutual fund shares included in the port- 
folios of such trusts.” 


“2. Subparagraph (a)(2) of the Interpretation deals, 
among other things, with ‘recommended lists’. As you 
know, it has been our view that, in general, retail deal- 
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ers in mutual funds have a duty to analyze the various 
funds which they may have available for sale and make 
a determination as to their suitability for public cus- 
tomers; and, as a matter of sound supervisory practices, 
it is frequently desirable for a dealer to maintain a list 
of appropriate products for purchase by his customers. 
Accordingly, we think the Association should give con- 
sideration to amending the Interpretation so as to more 
definitively indicate that the rule does not prohibit the 
formulation of such lists, unless brokerage commissions 
received or expected are a qualifying or disqualifying 
factor in the selection of securities or companies in the 
list.” 


By the Commission. 


Ronald F. Hunt 
Secretary 


1The NASD is the only national securities association 
registered under Section 15A of the Exchange Act. Under 
Section 15A(j), the Commission is required to disapprove 
proposed rules and rule changes of a national securities 
association if they are found to be inconsistent with the 
association’s responsibilities under the Act. 


The NASD also submitted an interpretation of its new 
rule provisions, which the Commission reviewed and to 
which it raised no objection. 


2These comments were made available to and were con- 
sidered by the Commission in the course of its review of 
the amendments filed by the NASD. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10148/May 15, 1973 


The Securities and Exchange Commission has issued 
notices under the Securities Act of 1934 (a) giving inter- 
ested persons until May 23, 1973 to request a hearing 
upon applications of the following exchanges for unlisted 
trading privileges in the common stocks or specified secu- 
rities of the named companies: 


Midwest Stock Exchange 
Coastal States Gas Corporation 
PBW Stock Exchange, Inc. 
Coastal States Gas Corporation 


(b) giving interested persons until May 26 to request a 
hearing upon an application of the Boston Stock Exchange, 
Inc. for unlisted trading privileges in the common stock of 
National Detroit Corporation and (c) giving interested per- 
sons until May 27 to request a hearing upon an applica- 
tion of the PBW Stock Exchange, Inc., for unlisted trad- 
ing privileges in the common stocks or specified securities 
of the following companies: 


Hughes Tool Company 
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Memorex. Corporation 
5-1/4% Convertible Subordinated Debentures, due 1990 
Robintech, Inc. 
Sambo’s Restaurants, Inc. 
Sternco Industries, Inc. 
Vetco Offshore Industries, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10149/May 15, 1973 


The Securities and Exchange Commission ordered pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading in the securities of Applied De- 
vices Corporation, Hauppauge, New York; Pickwick Organ- 
ization, Inc., Plainview, New York; Brown’s Limousine 
Service, Inc., New York, New York; and Henry’s Drive-In, 
Inc., Chicago, Illinois, for one ten-day period commencing 
at 2:30 p.m. (EDT) on May 15, 1973 and terminating at 
midnight (EDT) on May 24, 1973. 


The Commission ordered the suspension of trading be- 
cause of the lack of adequate and accurate public infor- 
mation concerning these companies which have failed to 
timely and properly file certain annual and/or quarterly 
reports with the Commission on Forms 10-K and 10-Q as 
required by the provisions of the Exchange Act. The Com- 
mission cautions broker-dealers, shareholders, and prospec- 
tive purchasers that, in any trading of the securities of 
these companies after the trading ban expires, they should 
consider carefully the foregoing information along with 
all other currently available information and any informa- 
tion subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rules, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. if any broker or dealer 
enters any quotation which is in violation of said rule the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10150/May 16, 1973 


Admin. Proc. File No. 3-3878 
In the Matter of 

MUTUAL FUNDS CO., INC. 
West 606 Third Avenue 


Spokane, Washington 
(8-9630) 











ROBERT L. FORD 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Mutual Funds Co., Inc. (‘registrant’), a 
registered broker-dealer, and Robert L. Ford, registrant's 
president, without admitting or denying the allegations in 
the order for proceedings, consented to findings consistent 
with those allegations and to entry of an order revoking 
registrant’s broker-dealer registration and barring Ford 
from further association with any broker or dealer. 


On the basis of the order for proceedings and respond- 
ents’ consent, it is found that: 


1. During the period from about August 1, 1970 to 
November 12, 1971, registrant and Ford willfully violated 
Sections 5(a), 5(c) and 17(a) of the Securities Act and 
Section 10(b) of the Exchange Act and Rule 10b-5 there- 
under in that they offered, sold and delivered certain in- 
vestment contracts, denominated “First Mortgage Con- 
tracts,’’ when no registration statement under the Secu- 
rities Act was filed or in effect as to such securities, and, 
in connection with the purchase and sale of such con- 
tracts, made material misstatements and omitted material 
facts concerning the percentage of contracts previously 
sold on which payments due investors were in default, the 
extent of prior investors’ losses, the dollar amount of 
sales, the extent to which documents of title held by in- 
vestors had been signed, notarized and recorded, the 
quality and quantity of contracts held in escrow to sup- 
port those offered and sold to the public, and compliance 
with the Securities Act by the underwriters and the issuer. 


2. During the same period, Ford willfully violated Section 
15(a) of the Exchange Act in that he engaged in the secu- 
rities business as a broker-dealer without having registered 
with the Commission as required. 


3. On June 6, 1972, the United States District Court for 
the Eastern District of Washington, on the basis of Ford’s 
consent, permanently enjoined him from further violations 
of the above provisions. 1 


4. During the period from about August 1, 1970 to 
August 29, 1972, registrant, willfully aided and abetted 
by Ford, willfully violated Section 17(a) of the Act and 
Rule 17a-4 thereunder in that it failed to preserve books 
and records as required. 


In view of the foregoing, it is in the public interest to 


impose the sanctions to which respondents have consented. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Mutual Funds Co., Inc. be, and it 
hereby is, revoked; and that Robert L. Ford be, and he 
hereby is, barred from being associated with any broker 
or dealer. . 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1$.E.C. v. Robert L. Ford et al., Civil Action File No. 
3569. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10151/May 16, 1973 


Admin. Proc. File No. 3-3883 
In the Matter of 


CENTURY PROPERTIES FUND 71-3 
San Francisco, California 
(81-113) 


ORDER ACCEPTING STIPULATION AND GRANTING 
EXTENSION OF TIME 


Century Properties Fund 71-3, organized as a Catifornia 
limited partnership for the purpose of acquiring, operating 
and holding for investment income-producing real estate, 
has filed an application pursuant to Section 12(h) of the 
Securities Exchange Act for an order exempting it from 
the provisions of Sections 12(g), 13, 14, 15(d) and 16 of 
the Act. Subsequently Century, on November 28, 1972, 
submitted a stipulated settlement whereby it would have 
an extension of time to comply with the Act as follows: 


1. Century will have a Form 10 on file as of April 30, 
1973 which includes the following: 


(a)’ Certified balance sheets, on an accrual basis for the 
fiscal years 1971 and 1972; 


(b) Certified profit and loss statements, on an accrual 
basis, for the period from the date of the organization of 
the Fund to the end of 1971, and for the year 1972; 


(c) Certified ‘Source and Application of Funds” state- 
ment for the years 1971 and 1972. These would be on the 
format of Part B of Form 7Q; 


(d) Disclosure of all events since April 30, 1972, which 
would have required filing of Form 8K or holding a meet- 
ing of the limited partners; and 


(e) Include as exhibits to the Form 10 all reports, in- 
cluding the original Offering Circular, that have gone to 
investors. 


2. Century will file Forms 3 and 4 under Section 16(a) of 
the Act, for officers, directors and shareholders of the 
general partner with respect to the ownership portion of 
those individuals in the Fund. 


3. After April 30, 1973, Century Properties will comply 
with Sections 13, 14 and 15(d) according to their terms. 


The Commission's staff recommended acceptance of the 
proposed stipulated settlement. After consideration, the 
Commission decided to accept it as appropriate in the 
public interest. 


Accordingly, 1T 1S ORDERED that the extension of time 
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and the stipulated settlement as described above be, and 
they hereby are, approved. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10152/May 17, 1973 


NOTICE OF COMMISSION ACTION REGARDING DIS- 
CLOSURE OF SELF-REGULATORY ORGANIZATIONS’ 
DISCIPLINARY ACTIONS 


The Commission has sent letters to each of the registered 
national securities exchanges and to the National Associa- 
tion of Securities Dealers, Inc. requesting that they take 
steps to provide for full disclosure of their formal disci- 
plinary actions to their members, other self-regulatory 
organizations, and the public. 


On June 1, 1972, the Commission’s Advisory Committee 
on Enforcement Policies and Practices issued a report 

(the ‘‘Wells Committee Report’) which concluded that the 
absence of adequate publicity concerning disciplinary pro- 
ceedings conducted by the self-regulatory organizations 
tended to diminish public and investor confidence in the 
efficacy cf self-regulation and lessen the value of these 
proceedings as a means of establishing guidelines for mem- 
bers’ conduct. The Report recommended that the Com- 
mission request the self-regulatory organizations to recon- 
sider their policies governing the publicity given to disci- 
plinary proceedings so that their procedures and the bases 
of their decisions would be open to public scrutiny. 


By letters of October 3, 1972 to each of the self-regula- 
tory organizations, the Commission solicited their com- 
ments on the Wells Committee Report's findings. After 
reviewing the comments received on this subject, the Com- 
mission concluded that the Report’s recommendations 
should be implemented by the self-regulatory organiza- 
tions by appropriate amendment of their constitutions 
and/or rules or by the adoption of a policy to provide for 
full disclosure of formal disciplinary actions. 


The Commission believes that, at a minimum, such dis- 
closure should consist of the identification of the person 
or persons involved in the proceeding, the nature of the 
violation, the sanction imposed (whether a censure, fine, 
suspension or expulsion, or any other action considered 
by the organization to be a disciplinary sanction), and the 
basis of the disciplinary decision. In the case of a disci- 
plinary action against an employee of a member firm, the 
identity of the firm which employed the person at the 
time of the alleged offense should be disclosed. In such 
cases, however, the organization’s announcement should 
indicate, where appropriate, that the firm was exonerated 
of any wrongdoing, or was not named as a respondent in 
the proceeding. 


By the Commission. 
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Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10153/May 17, 1973 


The Securities and Exchange Commission today initiated 
the trading suspension in the common stock of Cancer 
Detection, Inc. (‘““CDI’’), a Utah corporation located in 
Salt Lake City, Utah, for a 10-day period commencing at 
10:00 a.m. (EDT) on May 17, 1973 and terminating at 
midnight (EDT) on May 26, 1973. 


The trading suspension was initiated because of the un- 
availability of adequate and accurate public information 
concerning CDI’s operations. As stated in the Form 10 
filed with the Commission by the company on March 13, 
1973, CDI's only asset is an agreement with the Inter- 
mountain Cancer Institute, a non-profit corporation, to 
conduct laboratory experimental research to develop a 
simplified, kit-type, standardized test for identifying 
individuals with genetic susceptibility to develop cancer. 
To date, CDI has not marketed such a test and has no 
income from operations. 


The suspension was also initiated because of questions 
raised concerning the market activity in CDI stock. CDI 
became public under the name Ashley Minerals Inc., pur- 
suant to a Regulation A offering of 125,000 shares at $1 
per share, which offering was completed on May 11, 
1972. In September 1972, after a change in name and 
corporate purpose and after a 3:1 stock split, CDI immed- 
iately began trading in the $9-11 range, and the price has 
been trading at that approximate price since that time. 
CDI has also failed to file a Form 2-A with the Commis- 
sion disclosing use of unallocated funds, as CDI had un- 
dertaken to do. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foreyoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11 he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 














SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10154/May 18, 1973 


The Securities and Exchange Commission issued an order 
for public proceedings against Project Securities & Co., 
Inc. and William C. Miller. The proceedings are based on 
allegations of the Commission's staff that Project failed 
promptly to amend its registration statement, violated the 
net Capital provisions and supplemental notification and 
financial reporting provisions of the Exchange Act and 
that Miller aided and abetted the latter two violations. 
The order further alleged that in December 1972, Project 
had been permanently enjoined from violating the said net 
Capital and supplemental notification and financial report- 
ing provisions and that a trustee had been appointed for 
Project pursuant to the Securities Investor Protection Act 
of 1970. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10155/May 17, 1973 


The Securities and Exchange Commission initiated pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 the temporary suspension of over-the-counter 
trading in the securities of Delicias International, Inc., 
Lakewood, New Jersey for one ten-day period commenc- 
ing at 2:00 p.m. (EST) on May 17, 1973 and terminating 
at midnight (EST) on May 26, 1973. 


The Commission initiated the suspension of trading be- 
cause of the lack of adequate and accurate public infor- 
mation concerning the company which has failed to timely 
and properly file certain annual and quarterly reports with 
the Commission on Forms 10-K and 10-O as required by 
the provisions of the Securities Exchange Act of 1934. 
The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that, in any trading of the securities 
of these companies after the trading ban expires, they 
should consider carefully the foregoing information along 
with all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rules, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the security in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. . 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10156/May 17, 1973 


The Securities and Exchange Commission today announced 
that the suspension of trading in the securities of Crystal- 
ography Corporation (‘Crystal’), located in Piscataway, 
New Jersey, will terminate effective at midnight (EDT) 
May 18, 1973. 


The Commission first initiated the trading suspension on 
October 11, 1972 because of the precipitous price decline 
of Crystal’s common stock from $10 1/2 bid on October 
6, 1972 to $2 bid on October 9, 1972, as reflected in the 
“pink sheets’”’ of the National Quotation Bureau. There 
were also rumors circulating in the financial community 
regarding deficiencies in the net capital positions of some 
broker-dealers holding positions in Crystal securities. 


Crystal offered to the public, pursuant to a registration 
statement declared effective July 26, 1972, 150,000 shares 
at $4 per share on a “‘best efforts, all or none basis”. 
Provident Securities, Inc., was the underwriter. The regis- 
tration statement stated that the proceeds ($600,000) were 
to be allocated as follows: $121,000 for expenses; 
$227,000 for purchase and installation of machinery and 
equipment, a pilot pregram and advertising; and the bal- 
ance of $252,000 (or $190,000 if $34,200 plus $27,000 
were needed to satisfy notes payable due and a judgment 
that may be awarded in a pending lawsuit) was to be 
added to the working capital and would be available for 
general corporate purposes. According to its Form SR, 
Report of Sales of Securities and Use of Proceeds, filed by 
Crystal for the period July 26, 1972 to October 31, 1972 
actual use of the proceeds of the offering was as follows: 


Registration Expenses $112,572 
Purchase & installation of machinery, 

pilot program, advertising 15,617 
Cash on deposits (Investments held 

pending ultimate use of proceeds) 369,284 
Working capital and operating expenses 102,527 


Crystal has filed with the Commission all required reports. 
Crystal recently filed its delinquent Special Report, re- 
quired pursuant to Rule 15d-2 of the Securities Exchange 
Act of 1934, which consists of certified financials for the 
fiscal year ended June 30, 1972. The report stated that as 
of June 30, 1972, Crystal had total assets of $184,269 
(of which $30,122 is allocated as current assets), total 
liabilities of $252,686 (of which $206,786 is allocated as 
current liabilities), and a net deficit of $68,417. 


Several of the broker-dealers making a market in Crystal 
stock, including Provident Securities, Inc., have ceased 
doing business and are being liquidated; thus a substantial 
amount of the company’s stock is tied up in the liquida- 
tions. 


Crystal disseminated a release April 23, 1973, to its share- 
holders stating, among other things, that it knows of no 
internal developments subsequent to the public offering 
of Crystal in July 1972 to justify the price fluctuations of 
its common stock. 


The release further stated that the company loaned 
$15,000 to Cardinal Airways, Inc., which loan was sub- 
sequently repaid with interest. The loan, which was made 
from the proceeds of the public offering, was not dis- 
closed in the registration statement filed with the Commis- 
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sion or in the prospectus disseminated to the public in 
connection with Crystal’s July 1972 public offering. 


Crystal also reported the failure of certain negotiations 
with other companies and future prospects. The company 
anticipates losses for the fiscal year ending June 30, 1973. 


Crystal’s release also stated, ‘‘The company has seen sev- 
eral news items that appeared in the Wall Street Journal 
that concerned the company’s common stock. Crystal- 
ography Corporation had nothing to do with their publica- 
tion. The articles indicated that Mr. Ronald Martini, an 
officer of Provident Securities, Inc., the underwriter of the 
dissemination of the Crystalography Corporation common 
stock, had initiated certain stock transactions ‘that gave 
every appearance of being part and parcel of a scheme to 
manipulate the price’ of several stocks including that of 
Crystalography Corporation. The company had nothing to 
do with, nor was it involved in any of these activities and 
has no knowledge of the truth or merit of the suits in- 
volving Mr. Martini or Provident Securities, Inc.’’. 


The Commission also noted that it had been brought to 
its attention that there are unconsummated trades in 
Crystal stock. In view of the allegation presented in the 
Crystalography release, broker-dealers should take the 
necessary measures to assure themselves that they are not 
unknowingly effecting a consummation of open contracts 
which may be in furtherance of a scheme to manipulate 
the price of the securities of Crystallography or would 
otherwise violate the Federal securities laws. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10157/May 18, 1973 


Admin. Proc. File No. 3-3836 
In the Matter of 


AUSTEN B. COLGATE 
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80 Broad Street 
New York, New York 


ORDER MODIFYING PERIOD OF SUSPENSION 


Austen B. Colgate has requested modification of an order 
issued February 26, 1973 (Securities Exchange Act Re- 
lease No. 10016) which, among other things, pursuant to 
his offer of settlement, suspended him from association 
with any broker, dealer or investment adviser for 90 days 
beginning on March 12, 1973. He asked that the suspen- 
sion be lifted temporarily so as to permit him to reassoci- 
ate himself with the firm of Middendorf, Colgate & Co. 
(“registrant’’), with the balance of the suspension to be 
reinstated on or after August 1, 1973. In support of his 
request respondent stated that registrant has been experi- 
encing increasing financial, operating and managerial prob- 
lems due to various circumstances including the unfore- 
seen resignation of certain employees, and that in view of 
these developments it is desirable that he be able immed- 
iately to assist in the administration and supervision of 
registrant with a view to returning it to profitable opera- 
tions. 


Under all the circumstances, including the favorable recom- 
mendation of its staff, the Commission determined that it 
was appropriate in the public interest to modify the sus- 
pension period as requested by respondent. 


Accordingly, 1T 1S ORDERED that the suspension of 
Austen B. Colgate for a period of 90 days beginning with 
March 12, 1973, be temporarily lifted until August 1, 
1973, at which time the unserved part of such suspension 
shall be reinstated. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 








HOLDING COMPANY ACT 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17961/May 15, 1973 





Admin. Proc. File No. 3-4281 
In the Matter of 


SOUTHERN SERVICES, INC. 
Atlanta, Georgia 
(37-59) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF LONG-TERM NOTES TO PARENT HOLDING 
COMPANY BY SUBSIDIARY SERVICE COMPANY 


Southern Services, Inc. (‘‘Services’’), a wholly-owned sub- 
sidiary service company of The Southern Company 
(‘Southern’), a registered holding company, has filed 
with this Commission a post-effective amendment to the 








application-declaration in this proceeding pursuant to Sec- 
tions 6, 7 and 13 of the Public Utility Holding Company 
Act of 1935 (“‘Act’’), and Rules 40(b), 42(b)(2), 43(b)(3) 
and 50(a)(3) promulgated under the Act as regards the 
following transactions. 


By Orders dated September 10, 1971 and July 1, 1968 
(Holding Company Act Release Nos. 17261 and 16104) 
the Commission, among other things, authorized Services 
to issue and sell its long-term unsecured notes and capital 
stock to Southern for cash, during a five-year period ex- 
tending until June 30, 1973, of up to $11,000,000 aggre- 
gate principal amount to be outstanding at any one time, 
such notes bearing interest at the prime rate in effect in 
Atlanta, Georgia. 


Services’ presently outstanding capital stock amounts to 
$725,000, all held by Southern and its unsecured notes in 
an aggregate principal amount of $8,150,000 were issued 
and outstanding on March 31, 1973. 


Services performs professional and technical services at 


cost for associate companies in the Southern holding com- 


pany system. Expansion of said services in recent years 
has resulted in a substantial increase in the amount of 
necessary working capital, and further expansion is antic- 
ipated in general services, engineering, power pool opera- 
tions, and data processing. 


In the current filing, Services states that its working cap- 
ital requirements will increase to approximately 
$15,000,000 in 1973, to $19,000,000 by June 30, 1975, 
and to approximately $24,000,000 by June 30, 1978. 
Underlying these working capital estimates is Services’ 
expectation that by the end of 1977, its personnel re- 
quired to provide the aforementioned expanded services 
will increase over the totals at December 31, 1972 as fol- 
lows: general services, from 190 to 279; engineering, from 
680 to 1426; power pool, from 68 to 85; and data 
processing, from 332 to 404. 


To obtain additional working capital, Services now pro- 
poses, from time to time until June 30, 1975, to issue, 
reissue and sell to Southern its unsecured notes so that 
the total of all of its unsecured notes held by Southern 
(including those heretofore authorized) shall at no time 
exceed $19,000,000 at any one time outstanding. Services 
indicates that it anticipates, during a five-year period suc- 
ceeding the date of the order of the Commission herein, 


that it will seek authority by further post-effective amend- 


ment, to increase the amount of such unsecured notes to 
$24,000,000 aggregate principal amount outstanding at 
any one time. 


The additional unsecured notes to be issued to Southern 
will bear the same terms as those relating to the notes 
heretofore authorized — i.e., they will mature December 
31, 1999, will be prepayable at any time without penalty, 
and will bear interest at the prime rate prevailing on the 
date of issue at a bank in Atlanta, Georgia to be desig- 
nated by Services for that purpose. Southern will acquire 
said notes at the principal amount thereof. 


Within the above limitation, the notes issued and sold to 
Southern will be in an amount which, when added to Ser 
vices’ outstanding capital stock, will not exceed Services’ 


approximate working capital requirements from time to 
time, consisting of two months’ operating expenses plus 
prepayments and petty cash working funds, plus the de- 
preciated cost of fixed assets, less unpaid indebtedness 

for funds borrowed from non-Southern system sources. 
Such third-party indebtedness, incurred for the purpose of 
financing capital assets, was heretofore authorized by the 
Commission in the amount of $21,000,000, of which 
$14,157,144 was outstanding at March 31, 1973 (Holding 
Company Act Release 17789, issued November 27, 1972). 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the man- 
ner prescribed in Rule 23 promulgated under the Act 
(Holding Company Act Release No. 17939), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended by said post- 
effective amendment, be granted and permitted to be- 
come effective: 


IT 1S ORDERED, pursuant to the applicable provisions 

of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective amendment, 
be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17962/May 14, 1973 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


AMERICAN NATURAL GAS PRODUCTION COMPANY 
AMERICAN NATURAL GAS SERVICE COMPANY 
MICHIGAN WISCONSIN PIPE LINE COMPANY 
WISCONSIN GAS COMPANY 

MICHIGAN CONSOLIDATED GAS COMPANY 
(70-5349) 


NOTICE OF PROPOSED ACQUISITION BY REGIS- 
TERED HOLDING COMPANY OF COMMON STOCK 
OF, AND BANK BORROWINGS BY, NON-UTILITY 
SUBSIDIARY COMPANY TO FINANCE LEASE 
ACQUISITIONS; RELATED BANK BORROWINGS 
BY HOLDING COMPANY; EXCEPTION FROM CON- 
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SOLIDATED TAX ALLOCATION PROVISIONS OF 
RULE 45(b)(6) 


NOTICE IS HEREBY GIVEN that American Natural Gas 
Company (‘American Natural’), a registered holding com- 
pany, and its wholly-owned non-utility subsidiary com- 
pany, American Natural Gas Production Company (‘‘Pro- 
duction Company’’), together with the other subsidiary 
companies of American Natural named above, have filed 
with this Commission an application-declaration and an 
amendment thereto pursuant to the Public Utility Hold- 
ing Company Act of 1935 (‘‘Act’’), designating Sections 
6, 7, 9, 10 and 12(f) of the Act and Rules 43 and 45 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
amended application-declaration, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


The American Natural System (‘‘System’’) is engaged, 
among other things, in a broad program to increase the 
System's natural gas reserves and, as part of that program, 
proposes to participate in off-shore lease sales scheduled 
for June 19, 1973 by the U.S. Department of the Interior. 
More specifically, Production Company, which is the gas 
exploration and drilling subsidiary of American Natural, 
has agreed to participate with several non-affiliated oil and 
gas producing companies (‘the participants’’) in bidding 
for tracts in the Texas off-shore area. A total of 129 such 
tracts are being offered for competitive bidding by the 
Interior Department. It is stated that bids accepted by the 
Department must be paid in full within 30 days after 
acceptance; and Production Company's commitment for 
possible lease acquisitions is expected not to exceed 
$50,000,000. As a participant, Production Company will 
acquire a fixed working interest in leases acquired, al- 
though it will bear a slightly higher share of the lease 
costs in order to compensate the other participants for 
the substantial geological and other costs they incurred in 
preparing for the bid. On subsequent bids as a member of 
this participant group, Production Company will bear only 
its proportional share of lease costs. 


It is further stated that exploration and drilling on leases 
acquired by the participants will commence as soon as 
possible; that Michigan Wisconsin Pipe Line Company 
(‘Michigan Wisconsin’’), a wholly-owned interstate pipe- 
line subsidiary of American Natural, has agreed to make 
advance payments to the participants covering the ex- 
penses relating to exploration, development and produc- 
tion of gas; that these payments (including an initial ad- 
vance payment to Production Company estimated at 
approximately $10,000,000) will be made in accordance 
with the Federal Power Commission’s Order No. 465 in 
Docket No. R-411 and will be includable in Michigan 
Wisconsin’s rate base; and that, in consideration for the 
advance payments, Michigan Wisconsin will have the right 
to purchase all the recoverable gas from the tracts leased 
by the participants. 


To finance its aforesaid commitment of up to 
$50,000,000, Production Company proposes to issue and 
sell (a) its notes to banks in an amount not exceeding 
$20,000,000 at any one time outstanding and (b) shares 
of its $100 par value common stock to American Natural 
in an aggregate par amount up to $30,000,000. The 
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amount of common stock thus sold to the parent com- 
pany will at all times be equal to at least 150% of Produc- 
tion Company’s outstanding indebtedness to the banks. 
To accommodate the proposed sale of its common stock, 
Production Company proposes to amend its Certificate of 
Incorporation to increase its authorized common stock 
from 80,000 shares to 380,000 shares. 


e 


Production Company has obtained loan commitments 
from the following banks, all of Detroit, Michigan, in the 
maximum amount indicated for each: 


National Bank of Detroit $10,000,000 
Detroit Bank and Trust Company 4,000,000 
Manufacturers National Bank of Detroit 4,000,000 
Michigan National Bank of Detroit 2,000,000 

Total $20,000,000 


The borrowings will be evidenced by unsecured 90-day 
notes with right of renewal. The notes will mature three 
years after the date of the related credit agreement; will 
bear interest at the annual rate of 1% above the prime rate 
in effect at the lending bank on the date of each borrowing 
and adjusted for changes in the prime rate; and will be pre- 
payable at any time without penalty. 


Production Company will pay a commitment fee of 1/2 of 
1% per annum on any unused portion of the commitment. 
Production Company may reduce the amount of the com- 
mitment at any time. There will be no compensating bal- 
ance requirements. 


American Natural proposes to borrow from two New York 
banks up to $30,000,000, on its unsecured promissory 
notes, in the amounts indicated below for each bank: 


eo 


First National City Bank $18,000,000 
Manufacturers Hanover Trust Company 12,000,000 
Total $30,000,000 


The proceeds will be used by American Natural, to the 
extent required, solely to purchase shares of Production 
Company as indicated above. The notes will mature July 
1, 1974; will bear interest at the prime rate in effect at 
the lending bank on the date of borrowing and adjusted 
for changes in the rate; and will be prepayable at any 
time without penalty. American Natural will be required 
to maintain compensating balances with the lending banks, 
which is expected to result in an effective interest cost 
approximately one percentage point above an assumed 
prime rate of 7%. There is no commitment fee. 


American Natural and its subsidiary companies (including 
Production Company) join annually in filing a consoli- 
dated Federal income tax return. The application-declara- 
tion states that certain inequities, and detriments to the 
System's efforts to develop new gas reserves, would result 
if the group’s consolidated income tax liabilities were con- 
tinued to be allocated in strict accordance with the provi- 
sions of Rule 45(b)(6) under the Act; and, pursuant to 
subparagraph (a) of Rule 45, authorization is requested 
with respect to the tax years 1972, 1973 and 1974, to 
allocate the consolidated Federal income taxes in a man- 
ner which would deviate in certain respects from the 
method prescribed by Rule 45(b)(6). The proposed devia- 











tion, more fully set forth below, involves operations of 
Production Company. 


Since its incorporation in 1957, Production Company has 
engaged in exploration and drilling for natural gas on a 
relatively small scale. In eleven of the sixteen years 1957- 
1972, it incurred tax losses which have been included in 
the consolidated tax returns and resulted in commensu- 
rate consolidated tax savings. Prior to 1972, these losses 
and resultant tax reductions were for the most part rela- 
tively small. However, it is stated that in 1972 Produc- 
tion Company expanded its lease acquisition and explora- 
tion activities in the Hugoton-Anadarko Basin from which 
its affiliate Michigan Wisconsin purchases substantial gas 
supplies; that largely as a result of this activity Produc- 
tion Company realized a tax loss in 1972 estimated at 
$1,928,000, with a related estimated saving in consoli- 
dated taxes of $926,000; that this activity is being con- 
tinued in 1973; and that the remittance of said 1972 tax 
saving to Production Company through the proposed 
deviation from Rule 45(b)(6), would provide Production 
Company with funds to assist in financing continuation of 
that gas supply program. 


Production Company’s proposed program for participa- 
tion in the Texas offshore bidding for oil and gas leases 
will significantly expand its efforts to increase the Sys- 
tem’s gas reserves. The filing states that normally several 
years elapse before newly-discovered gas reserves can be 
developed and marketed; and that during these early 
years a large portion of the related expenses for gas ex- 
ploration and development, although capitalized per 
books, are deducted as current expenses for Federal in- 
come tax purposes and thus produce tax losses and com- 
mensurate savings in the consolidated tax liability. With 
respect to the proposed offshore bidding, and based upon 
various assumptions as to the success of the participants 
in obtaining leases, the amount of the lease bonuses paid, 
the exploration and development costs incurred, and the 
time within which such costs are incurred, it is estimated 
that Production Company could experience losses for 
Federal income tax purposes in the range of $8,500,000 
and $9,500,000 in the years 1973 and 1974 respectively, 
which at present tax rates could result in the allocation 
of $4,000,000 and $4,500,000 in related tax credits to 
Production Company in those years. It is further stated 
that allocation of these tax savings to system companies 
other than Production Company under the provisions of 
Rule 45(b)(6) would adversely affect Production Com- 
pany’s ability to finance continued efforts to enlarge the 
System’s future gas reserves. In addition, it is stated that 
the proposed deviation to permit an allocation to Produc- 
tion Company of such consolidated tax savings would pro- 
vide Production Company with the funds necessary to 
service the debt incurred under its proposed $20,000,000 
lines of credit. 


Accordingly, applicants-declarants seek authorization to 
allocate consolidated income taxes applicable to the 
years 1972, 1973 and 1974 in a manner other than pre- 
scribed by Rule 45(b)(6), by application of the following 
procedure: 


1. In any such taxable year, when the operations of 
Production Company result in a tax loss, then the consoli- 
dated Federal income tax to be allocated among the Sys- 


tem companies would be based upon the tax that would 
have resulted had Production Company been excluded 
from the consolidated Federal income tax return. 


2. The funds retained by virtue of the reduction in tax 
resulting from inclusion of Production Company’s tax loss 
in the consolidated Federal income tax return would be 
paid to Production Company. 


3. In future years, when Production Company has tax- 
able income, it may be entitled to tax credits as a result 
of the net operating loss carryback and carryover provi- 
sions of Section 172(b) of the Internal Revenue Code, in 
order to comply with the separate return limitations re- 
quired by Rule 45(b)(6). To the extent that Production 
Company receives tax benefits pursuant to paragraphs 1 
and 2 above, such benefits would be applied to reduce 
any credits in future years to which Production Company 
might otherwise be entitled under the separate return 
limitations of Rule 45(b) (6). 


4. Subject to paragraph 3, in no event will the tax 
allocated to any subsidiary company of American Natural 
exceed the amount of tax computed as if such subsidiary 
company had always filed its tax returns on a separate 
return basis. 


Under ‘full cost’’ accounting adopted by Production Com- 
pany its gas exploration and development costs are capi- 
talized and subsequently amortized, i.e., charged to in- 
come on a unit of production basis as the gas or oil is 
produced and sold. Production will defer on its books any 
funds received pursuant to paragraphs 1 and 2 above, and 
will charge the deferral as the capitalized exploration and 
development costs are amortized. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. Fees and expenses to be in- 
curred in connection with the proposed transactions are 
estimated at $4,000, including counsel fees of $1,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 4, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration, as 
amended, which he desires to controvert; or he may re- 
quest that he be notified if the Commission should order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the applicant-declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an attor- 
ney-at-law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, as 
amended or as it may be further amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
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developments m this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17963/May 15, 1973 


In the Matter of 


ARKANSAS-MISSOURI POWER COMPANY 
405 West Park Street 
Blytheville, Arkansas 72315 


MIDDLE SOUTH UTILITIES, INC. 
Two Eighty Park Avenue 

New York, New York 10017 
(70-5342) 


NOTICE OF PROPOSED AMENDMENT OF ARTICLES 
OF INCORPORATION; ISSUE AND SALE OF COM- 
MON STOCK AND PROMISSORY NOTES BY SUB- 
SIDIARY COMPANY TO HOLDING COMPANY; ISSUE 
AND SALE OF PROMISSORY NOTES BY SUBSIDIARY 
COMPANY TO BANKS; AND RELATED TRANS- 
ACTIONS 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (“Middle South”), a registered holding company, and 
Arkansas-Missouri Power Company (‘‘Ark-Mo”), a public- 
utility subsidiary company of Middle South, have filed an 
application-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (‘‘Act’’), 
designating Sections 6(a), 6(b), 7, 9(a), 10(a), 12(b), 12(c) 
and 12(f) of the Act and Rules 42, 43 and 45 promul- 
gated thereunder as applicable to the following proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Ark-Mo proposes to amend its Articles of Incorporation 
(“Articles”) to increase the number of authorized shares 
of its common stock, $2.50 par value, from 3,000,000 to 
7,000,000. As of February 28, 1973, 2,291,988 of the 
presently authorized 3,000,000 shares of common stock 
were issued and outstanding and were owned entirely by 
Middle South. Subsequent to amendment of its Articles, 
Ark-Mo proposes to issue and sell, and Middle South pro- 
poses to acquire, from time to time during 1973, an 


aggregate of 1,040,000 additional shares af common stock, 


$2.50 par value, of Ark-Mo for a total cash consideration 
of $2,600,000. 


By orders dated January 17, 1972 and December 19, 
1972 (Holding Company Act Release Nos. 17430 and 
17819) the Commission authorized Ark-Mo to issue and 
sell, and Middle South to acquire, from time to time 
through December 31, 1973, unsecured short-term promis- 
sory notes (‘‘Notes’’) of a maturity of not more than 
twelve months in an amount not exceeding $4,100,000 
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aggregate at any one time outstanding. As of February 

28, 1973, $3,400,000 of such notes were outstanding and 
an additional aggregate of $700,000 of Notes is expected 
to be issued and sold by Ark-Mo to Middle South in 1973 
as part of the financing of Ark-Mo’s construction program. 
In addition to these borrowings Ark-Mo proposes to issue 
and sell, and Middle South proposes to acquire, from 

time to time during 1973, short-term unsecured promis- 
sory notes (‘‘Additional Notes”) in an amount not ex- 
ceeding $400,000 aggregate at any one time outstanding. 
The Additional Notes will mature not more than twelve 
months from the date of issuance; will bear interest at the 
prime rate in effect at Manufacturers Hanover Trust Com- 
pany of New York, New York; and will, at the option of 
Ark-Mo, be prepayable in whole or in part at any time 
without premium or penalty. 


Middle South contemplates using funds on hand from 
time to time to purchase from Ark-Mo the 1,040,000 aa- 
ditional shares of common stock, the Notes and the Addi- 
tional Notes. Should additional funds be required to 
effectuate the above-mentioned proposals, Middle South 
will effect borrowings from various banks and will, to the 
extent necessary, make appropriate application to this 
Commission for authorization. 


Ark-Mo also proposes, as interim financing, to make bor- 
rowings from a group of commercial banks (“Participat- 
ing Banks’’) during 1973 of up to $12,000,000 to provide 
funds for payment of construction expenditures in 1973. 
The participating banks and their respective participations 
are as follows: 


Participation in Total 
$12,000,000 Borrowing 





Participating Bank Percent Amount 
Girard Trust Bank, Philadelphia, Pa. 12.5% $ 1,500,000 
First National Bank of Miami, Fla. 12.5% 1,500,000 
Liberty National Bank & Trust Company, 

Louisville, Ky. 12.5% 1,500,000 
The First National Bank of Boston, Mass. 12.5% 1,500,000 
Mercantile-Safe Deposit & Trust Company, 

Baltimore, Md. 18.75% 2,250,000 
Grenada Bank, Grenada, Miss. 6.25% 750,000 
Hancock Bank, Gulfport, Miss. 6.25% 750,000 
Wells Fargo Bank, N.A., 

San Francisco, Calif. 18.75% 2,250,000 


Total 100.00% $12,000,000 


To effect these borrowings, Ark-Mo proposes to issue and 
sell to Union Planters National Bank of Memphis, Tennes- 
see (“Union Planters’) for the account of Participating 
Banks 270-day unsecured promissory notes (“Bank Notes’’) 
which may be renewed from time to time but not to 
mature later than December 1, 1975, bearing interest pay- 
able quarterly, on the unpaid-principal amount thereof at 
a rate per annum equal to the commercial loan rate of 
Union Planters in effect, from time to time, on borrow- 
ings having a 90-day maturity, by responsible and sub- 
stantial corporate borrowers. The Bank Notes will at the 
option of Ark-Mo be prepayable at any time in whole or 
in part on five days’ notice without premium or penalty. 
Ark-Mo intends to repay all outstanding Bank Notes on 
or before December 1, 1975 with funds then available to 
Ark-Mo from its operations or derived from the issuance 
and sale by Ark-Mo of simiiar securities or long-term debt 








and/or equity securities. Such financing, to the extent 
necessary, will be the subject of future filings with this 
Commission. 


Applicants-declarants state that the net proceeds received 
by Ark-Mo from the issuance and sale to Middle South of 
the 1,040,000 additional shares of Ark-Mo’s common 
stock, the Notes, the Additional Notes, and the Bank 
Notes, together with funds available from time to time to 
Ark-Mo from its operations, will be applied toward Ark- 
Mo’s 1973 construction program estimated at 
$16,800,000. 


In light of the aforementioned proposals and to enable 
Ark-Mo to maintain a satisfactory ratio of debt to equity, 
it is further proposed that Middle South make a capital 
contribution of $3,950,000 to Ark-Mo by delivering to 
Ark-Mo for cancellation ail shares of Ark-Mo’s preferred 
stock, $100 par value, currently outstanding and owned 
by Middle South (39,500 shares) and recorded on Middle 
South’s books of account at a value of $3,950,000. The 
cancellation of the shares of preferred stock will have the 
effect of eliminating the preferred stock account on the 
balance sheet of Ark-Mo and increasing Ark-Mo’s paid in 
surplus account by $3,950,000. 


Ark-Mo also proposes to issue and sell, and Middle South 
proposes to acquire from Ark-Mo at the price of $2.50 
per share, or $3,400,000 in the aggregate, 1,360,000 of 
the authorized but unissued common stock, $2.50 par 
value, of Ark-Mo. As consideration for such shares, Middle 
South proposes to surrender to Ark-Mo for cancellation 
$3,400,000 of Notes heretofore mentioned and author- 
ized by the Commission in Public Utility Holding Com- 
pany Act Release Nos. 17430 and 17819. 


It is stated that the Arkansas Public Service Commission 
has jurisdiction over the various transactions by Ark-Mo 
proposed herein, with the exception of the proposed issu- 
ance and sale by Ark-Mo of the Additional Notes and 
Bank Notes. The Public Service Commission of Missouri 
has jurisdiction over the proposed issuance and sale by 
Ark-Mo of the proposed capital contribution through the 
cancellation of its 39,500 shares of preferred stock by 
Middle South. 


It is further stated that no other State commission and no 
Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. Fees and ex- 
penses to be incurred in connection with the proposed 
transactions are estimated to aggregate $7,500. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 8, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney- 


at-law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17964/May 15, 1973 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 

Wilmington, Delaware 19899 

(70-5345) 


NOTIGE OF PROPOSED ISSUE AND SALE OF 
$25,000,000 PRINCIPAL AMOUNT OF FIRST 
MORTGAGE AND COLLATERAL TRUST BONDS 
AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Delmarva Power & 
Light Company (‘Delmarva’), a registered holding com- 
pany and a public-utility company, has filed a declaration 
with this Commission pursuant to the Public Utility Hold- 
ing Company Act of 1935 (‘‘Act’’), designating Sections 
6 and 7 of the Act and Rule 50 promulgated thereunder 
as applicable to the proposed transaction. All interested 
persons are referred to the declaration, which is summar- 
ized below, for a complete statement of the proposed 
transaction. 


Delmarva proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50, $25,000,000 
principal amount of First Mortgage and Collateral Trust 
Bonds, __% Series due July 1, 2003. The interest rate 
(which shall be a multiple of 1/8 of 1%) and the price to 
be paid to Delmarva, exclusive of accrued interest, (which 
shall be not less than 100% nor more than 102.75% of 
the principal amount thereof) for the bonds will be de- 
termined by the competitive bidding. The bonds will be 
issued under a Mortgage and Deed of Trust, dated 
October 1, 1943, between Delmarva and Chemical Bank, 
Successor Trustee, as heretofore supplemented and as to 
be further supplemented by a Forty-fourth Supplemental 
Indenture to be dated as of July 1, 1973 which includes 
a prohibition until July 1, 1973 against refunding the 
issue with the proceeds of funds borrowed at a lower 
effective interest cost. 


It is stated that the net proceeds from the sale of the 
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bonds will be applied toward the retirement of unsecured 
short-term notes issued primarily for interim financing of 
the construction programs of Delmarva and its subsidiary 
companies and for other corporate purposes. As of May 1, 
1973, such short-term notes outstanding amounted to 
$38,400,000. Delmarva estimates its 1973 construction 
program at $119,681,000 and contemplates the sale of 
additional permanent securities and unsecured short-term 
notes during 1973. 


The declaration states that the issuance and sale of the 
bonds is subject to the approval of The Public Service 
Commission of Delaware, and indicates that no other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. A statement of the fees and expenses to be 
incurred by Delmarva in connection with the sale of the 
bonds will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 5, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is 
ordered, will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17965/May 16, 1973 


In the Matter of 


PENNSYLVANIA POWER COMPANY 
OHIO EDISON COMPANY 

47 North Main Street 

Akron, Ohio 44308 

(70-5346) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK (1) OF HOLDING COMPANY AT COM- 
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PETITIVE BIDDING AND (2) OF SUBSIDIARY COM- 
PANY TO HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison’), a registered holding company, and its 
electric utility subsidiary company, Pennsylvania Power 
Company (‘‘Pennsylvania’’), have filed an application- 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’), designat- 
ing Sections 6(a), 6(b), 7, 9(a), 10, and 12(f) of the Act 
and Rules 43 and 50 promulgated thereunder as applica- 
ble to the proposed transactions. All interested persons 
are referred to the application-declaration, which is sum- 
marized below, for a complete statement of the proposed 
transactions. 


Ohio Edison proposes to issue 3,000,000 shares of its 
authorized but unissued common stock, par value $9 per 
share, and to sell said stock at competitive bidding, for 
the best price obtainable, to underwriters who shall agree 
promptly to make a public offering thereof. Ohio Edison 
presently has 25,695,121 shares of its common stock out- 
standing. It is stated that the proceeds of the proposed 
issuance and sale of common stock are to provide, in 
part, funds required during 1973 for the acquisition of 
property, the construction, completion, extension, renew- 
al, or improvement of Ohio Edison’s facilities, or for the 
improvement of its service, or for the repayment of un- 
secured short-term debt incurred by Ohio Edison (esti- 
mated to amount to $30,000,000 at the time of such 
issue) for, or for the reimbursement of its treasury for 
expenditures made for, such purposes. Ohio Edison esti- 
mates that its plant additions for 1973 will aggregate 
$225,188,000. In addition, a portion of the proceeds to 
be realized by Ohio Edison will be used to purchase shares 
of common stock of its subsidiary company, Pennsylvania, 
in the transactions described below. 


Pennsylvania proposes to issue and sell to Ohio Edison, its 
sole common stockholder, 340,000 additional shares of 

its authorized but unissued common stock, par value $30 
per share, and Ohio Edison proposes to acquire these 
shares for cash at par, or for a total consideration of 
$10,200,000. It is proposed that 200,000 shares be issued 
and sold on or about July 2, 1973, and the remaining 
140,000 shares on or about September 15, 1973. 


The proceeds from the sale of the common stock will be 
used by Pennsylvania to construct and acquire new facili- 
ties, for the betterment of existing facilities, to pay bank 
loans (estimated at $5,500,000 on July 2, 1973, and 
$4,200,000 on September 15, 1973), and to reimburse its 
treasury in part for monies expended for such purposes. 
Pennsylvania estimates that its plant additions for 1973 
will aggregate $37,000,000. 


It is stated that The Public Utilities Commission of Ohio 
and the Pennsylvania Public Utility Commission have 
jurisdiction over the respective issue and sale of common 
stock and that such Commissions’ orders will be supplied 
by amendment. It is represented that no other State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 
The fees and expenses to be incurred in connection with 
the issue and sale of the common stock by Pennsylvania 
are estimated at $1,500, including counsel fee of $1,000. 








The fees and expenses to be incurred by Ohio Edison are 
to be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested per- 
sons may, not later than June 8, 1973, request in writing 
that a hearing be held in respect of suck matter, stating 
the nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said application-declara- 
tion which he desires to controvert; or he may request 
that he be notified should the Commission order a hear- 
ing thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the applicants-declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an attor- 
ney-at-law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, 

as filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17966/May 16, 1973 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 

Johnstown, Pennsylvania 15907 
(70-5339) 


NOTICE OF PROPOSED AMENDMENTS OF FIRST 
MORTGAGE INDENTURE AND SOLICITATION OF 
BONDHOLDERS’ PROXIES 


NOTICE IS HEREBY GIVEN that Pennsylvania Electric 
Company (‘‘Penelec’’), an electric utility subsidiary com- 
pany of General Public Utilities Corporation, a registered 
holding company, has filed a declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act’’), designating Sections 6(a), 7, and 
12(e) of the Act and Rules 62 and 65 promulgated there- 
under as applicable to the proposals. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposals. 


Penelec proposes to amend its First Mortgage Indenture 
and Deed of Trust dated as of January 1, 1942, as here- 
tofore supplemented and amended by twenty-seven supple- 


mental indentures (‘‘Indenture’’) to ettect two changes. 
Penelec proposes to eliminate the covenant which pro- 
vides that Penelec will duly observe and conform to all 
valid requirements of any governmental authority relative 
to any mortgaged property. It is stated that such cove- 
nant be eliminated since, under a developing pattern of 
legislation and administrative action, there will be periods 
when Penelec will be unable to comply with governmental 
requirements with respect to its mortgage property, al- 
though it may not be expected by the governmental 
agency to be in compliance. However, this covenant in 
the Indenture could be construed as resulting in a default 
under the Indenture. In addition, Penelec proposes to in- 
clude as bondable property additions, property for which 
Penelec does not have all necessary permission from gov- 
ernmental authorities to operate, but which otherwise 
would constitute bondable property additions. Penelec 
states that the elimination of this covenant will not re- 
lieve it of its obligation to comply with governmental re- 
quirements, but it will permit appropriate governmental 
enforcement measures consistent with their intent. 


Penelec states further that although, under the Indenture, 
it is specifically contemplated that property additions 
under construction can constitute bondable property, it 
is believed that it is not clear whether the Indenture per- 
mits the inclusions of, in computing the bondable value 
of property additions, the value of Penelec’s plant and 
equipment as to which all currently obtainable permission 
has been received, but as to which further governmental 
permission must be obtained in the future. Penelec states 
that this ambiguity jeopardizes its ability to finance addi- 
tions to its facilities in the most economic and orderly 
manner. 


The affirmative vote of the holders of 75% in principal 
amount of the First Mortgage Bonds outstanding is re- 
quired for approval of the proposed amendment to the 
Indenture. The consent of such percentage in principal 
amount of the Bondholders will be sought at a meeting 
of Bondholders, the date of which will be scheduled as 
promptly as practicable. A notice of Meeting and Proxy 
Statement and a Form of Proxy will be mailed to the 
Bondholders prior to the date set for such meeting. 


The Pennsylvania Public Utility Commission has jurisdic- 

tion over the proposals. It is further stated that no other 
State Commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposals. The 
fees and expenses to be incurred in connection with the 

proposals will be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 8, 1973, request in writing that 
a hearing be held with respect to the proposed amend- 
ment, stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may re- 
quest that he be notified if the Commission should order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney-at-law, 
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by certificate) should be filed with the request. At any 
time after said date, the declaration, as filed or as it may 
be amended, may be permitted to become effective pur- 
suant to Rule 23 of the General Rules and Regulations 
promulgated under the Act or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17967/May 16, 1973 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike 

Muhlenberg Township 

Berks County, Pennsylvania 19605 
(70-5328) 


NOTICE OF PROPOSED AMENDMENTS OF FIRST 
MORTGAGE INDENTURE AND SOLICITATION OF 
BONDHOLDERS’ PROXIES 


NOTICE IS HEREBY GIVEN that Metropolitan Edison 
Company (‘Met Ed”), an electric utility subsidiary com- 
pany of Genera! Public Utilities Corporation, a registered 
holding company, has filed a declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Sections 6(a), 7, and 
12(e) of the Act and Rules 62 and 65 promulgated there- 
under as applicable to the proposals. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposals. 


Met Ed proposes to amend its First Mortgage Indenture 
and Deed of Trust dated as of November 1, 1944, as 
heretofore supplemented and amended by twenty-three 
supplemental indentures (‘‘Indenture’’) to effect two 
changes. Met Ed proposes to eliminate the covenant which 
provides that Met Ed will duly observe and conform to 

all valid requirements of any governmental authority rela- 
tive to any mortgaged property. It is stated that such 
covenant be eliminated since, under a developing pattern 
of legislation and administrative action, there will be 
periods when Met Ed will be unable to comply with gov- 
ernmental requirements with respect to its mortgaged 
property, although it may not be expected by the govern- 
mental agency to be in compliance. However, this cove- 
nant in the Indenture could be construed as resulting in a 
default under the Indenture. In addition, Met Ed proposes 
to include as bondable property additions, property for 
which Met Ed does not have all necessary permission from 
governmental authorities to operate, but which otherwise 
would constitute bondable property additions. Met Ed 
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states that the elimination of this covenant will not re- 
lieve it of its obligation to comply with governmental re- 
quirements, but it will permit appropriate governmental 
enforcement measures consistent with their intent. 





Met Ed states further that although, under the Indenture, 
it is specifically contemplated that property additions 
under construction can constitute bondable property, it is 
believed that it is not clear whether the Indenture permits 
the inclusions of, in computing the bondable value of 
property additions, the value of Met Ed’s plant and equip- \ 
ment as to which all currently obtainable permission has 4 
been received, but as to which further governmental per- 

mission must be obtained in the future. Met Ed states 

that this ambiguity jeopardizes its ability to finance addi- 

tions to its facilities in the most economic and orderly 

manner. 


The affirmative vote of the holders of 75% in principal 
amount of the First Mortgage Bonds outstanding is re- 
quired for approval of the proposed amendment to the 
Indenture. The consent of such percentage in principal 
amount of the Bondholders will be sought at a meeting of 
Bondholders, the date of which will be scheduled as 
promptly as practicable. A notice of Meeting and Proxy 
Statement and a Form of Proxy will be mailed to the 
Bondholders prior to the date set for such meeting. 


The Pennsylvania Public Utility Commission has jurisdic- 
tion over the proposals. It is further stated that no other 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposals. The 
fees and expenses to be incurred in connection with the 

proposals will be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 

may, not later than June 8, 1973, request in writing that 

a hearing be held on such matter, stating the nature of his 

interest, the reasons for such request, and the issues of 

fact or law raised by said amended declaration which he 

desires to controvert; or he may request that he be noti- 

fied if the Commission should order a hearing thereon. 

Any such request should be addressed: Secretary, Securi- 

ties and Exchange Commission, Washington, D.C. 20549. 

A copy of such request should be served personally or by 

mail (air mail if the person being served is located more 

than 500 miles from the point of mailing) upon the de- 

clarant at the above-stated address, and proof of service 

(by affidavit or, in case of an attorney-at-law, by certifi- 

cate) should be filed with the request. At any time after 

said date, the declaration, as amended by said post-effec- 

tive amendment or as it may be further amended, may be 

permitted to become effective as provided in Rule 23 of 

the General Rules and Regulations promulgated under the 

Act, or the Commission may grant exemption from such 

rules as provided in Rules 20(a) and 100 thereof or take 

such other action as it may deem appropriate. Persons 

who request a hearing or advice as to whether a hearing is } 
ordered will receive notice of further developments in this ’ 
matter, including the date of the hearing (if ordered) and 

any postponements thereof. , 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 
Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17968/May 18, 1973 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA GAS OF OHIO, INC. 

THE OHIO VALLEY GAS COMPANY 

COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 

COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 

COLUMBIA HYDROCARBON CORPORATION 

THE INLAND GAS COMPANY, INC. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 
COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA GULF TRANSMISSION COMPANY 
(70-4981) 


NOTICE REGARDING PROPOSED ALLOCATION OF 
CONSOLIDATED TAX LIABILITIES BY METHOD 
OTHER THAN PRESCRIBED BY RULE 45(b)(6) 


The Columbia Gas System, Inc. (‘‘Columbia’’), a registered 
holding company, and its subsidiary companies named 


above have filed a joint declaration and amendments there- 


to with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) designating Sec- 
tions 12(b) and 12(f) of the Act and Rule 45 promul- 
gated thereunder as applicable to the proposed transac- 
tions. All interested persons are referred to said amended 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


Columbia and its subsidiary companies join annually in 
filing a consolidated Federal income tax return. The de- 
claration states that, under the circumstances hereinafter 
described, certain inequities and distortions would result 
in the allocation of the group’s consolidated income tax 
liabilities if the allocation were effected pursuant to the 
provisions prescribed by Rule 45(b)(6) under the Act; and 
in accordance with subparagraph (a) of Rule 45, declar- 
ants request authorization to allocate consolidated Federal 
income taxes in a manner which would deviate in certain 
respects from the method prescribed in Rule 45(b)(6). 


Columbia, through its subsidiaries, is an interconnected 
natural gas system (‘‘System’’), engaged in the production, 
purchase, storage, transportation, distribution and sale at 
wholesale and retail of natural gas. The major portion of 
the System’s gas requirements has historically been ob- 
tained from the southwest area of the United States, such 
supplies have been initially obtained by purchasee from 
non-affiliated pipeline companies and producers. The 
growing needs of the System for supplies of natural gas, 
coupled with the general decline of supplies from tradi- 
tional sources, has impelled the System to intensify its 


efforts for developing additional reserves, as more fully 
indicated below. These efforts have centered largely in the 
expanded exploration, development and research activities 
of three of Columbia’s non-utility subsidiary companies, 
namely, Columbia Gas Development Corporation (‘Devel- 
opment U.S."’), Columbia Gas Development of Canada 
Ltd. (‘Development Canada’’) and Columbia Coal Gasifi- 
cation Corporation (‘‘Coal Gasification’’). The filing states 
that these activities have required large aggregates of capi- 
tal supplied by the parent company; that in connection 
with their activities these subsidiaries have in recent years 
incurred tax losses; that the inclusion of such tax losses in 
the consolidated tax returns filed by the System, has re- 
sulted in commensurate reductions in the System's con- 
solidated tax liabilities; and that, under the tax allocation 
provisions of Rule 45(b)(6) , the benefit of such tax re- 
ductions are allocable to companies in the Columbia Sys- 
tem other then the subsidiaries whose tax losses give rise 
to the tax reductions, thus making unavailable to the 
latter the tax savings which might otherwise be applied in 
furtherance of their efforts to develop additional gas re- 
serves to meet the System’s requirements. In general, the 
declaration seeks authorization to allocate consolidated 
taxes in a manner which would initially remit the con- 
solidated tax savings arising from their tax losses to the 
three exploration subsidiaries in aid of their development 
programs. 


With the shrinkage of southwest gas reserves, the responsi- 
bility for developing additional reserves in that area 
through lease acquisitions, exploration and development 
has centered in Development U.S. As a most recent ex- 
ample, Development U.S., in participation with Energy 
Ventures, Inc. and Forest Oil Corporation, bid for and 
acquired approximately $135 million of leases in Federal 
lease sales held in December, 1972 (See Holding Company 
Act Release No. 17809, December 14, 1972); and it is 
expected that Development U.S. will participate in future 
lease sales and related development work. The filing states 
that in each year 1966 through 1972, Development U.S. 
has had tax losses of various amounts and that in 1970 
such tax losses reached an unusual peak of $22,835,000, 
reflecting in part a tax loss of $16,914,000 from abandon- 
ment of unproductive leases. The related total reduction 
in the 1970 consolidated tax liability amounted to 
$11,234,904, of which approximately $8,300,000 is at- 
tributable to the abandonment of these unproductive 
leases. Further, in 1971 and 1972, the tax losses of Devel- 
opment U.S. amounted to $9,614,000 and $2,340,000, 
respectively, with resultant reductions of $4,615,000 and 
$1,123,000 in the consolidated tax liability. 


In 1970, Development U.S. entered into contracts for a 
joint project with Dome Petroleum, Limited (‘‘Dome”’), a 
non-affiliate, for gas and oil exploration on approximately 
15,000,000 net acres in Canada, involving initial capital 
requirements of $30 million (Canadian). To conform with 
applicable Canadian law, Development Canada was formed 
in 1971 to take over these contracts and the obligations 
thereunder (See Holding Company Act Release Nos. 
17290, September 27, 1971; and 17611, June 16, 1972); 
and the current filing states that Development Canada has 
since entered into other similar programs in Canada. Pur- 
suant to these activities Development Canada, through 
December 31, 1972, has generated $10,440,000 of tax 
lasses, and expects additional tax losses as the pace of its 
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exploration and development activities is accelerated. The 
consolidated tax reductions stemming from the above tax 
losses have aggregated approximately $5,000,000. Under a 
ruling from Internal Revenue Service, Development Canada 
is treated as a United States corporation for Federal in- 
come tax purposes and it is proposed that it be so treated 
for purposes of Rule 45(b)(6). 


Coal Gasification was formed in 1970 to evaluate the ex- 
tent and quality of commercially usable coal in acreage 
located in the Appalachian area, in which another non- 
utility subsidiary of Columbia owns coal rights. Coal 
Gasification is also evaluating other coal reserves which 
may be used for gasification of coal and is participating in 
research for the development of a process which would be 
feasible for that purpose. In 1971 and 1972, Coal Gasifi- 
cation expended $2,776,000 and $3,391,000, respectively, 
on these and related activities; and, as deductions in the 
consolidated return, these expenditures resulted in con- 
solidated tax liability reductions of approximately 
$1,332,000 and $1,628,000 in those respective years. It is 
expected that expenditures for the above program will 
continue in the future. 


To overcome the claimed inequities resulting from a strict 
adherence to the tax allocation provisions of Rule 45(b) 
(6), certain deviations therefrom are proposed as follows: 


1. For the years 1973 and 1974, Columbia, while com- 
puting the System’s consolidated tax liabilities in the usual 
manner, will for purposes of assessing liability among the 
individual companies of the System, add back the reduc- 
tion in such tax liabilities generated from any tax losses of 
Development U.S., Development Canada and Coal Gasifi- 
cation resulting from their exploration, development and/ 
or research activities for the obtaining of additional gas 
reserves. 


2. The consolidated taxes as so adjusted will then be 
apportioned among the System companies other than 
Development U.S., Development Canada, and Coal Gasifi- 
cation in accordance with the procedure of Rule 45(b)(6). 
The cash difference between the adjusted consolidated tax 
liability and the actual consolidated tax liability will be 
remitted by Columbia to Development U.S., Development 
Canada and Coal Gasification in proportion to their re- 
spective tax losses, if any, incurred in 1973 and 1974 for 
use in further exploration and development work. 


3. In respect of the year 1970, it is stated that the con- 
solidated tax reduction of $8,300,000 resulting from the 
tax loss attributable to the $16,914,000 leasehold aban- 
donment by Development U.S., was not allocated to the 
other System companies, but the cash equivalent of said 
tax reduction was remitted to Development U.S. subject 
to authorization of the Commission, which is requested 
herein. 


4. In respect of the year 1971, it is stated that the tax 
reduction of approximately $1,332,000 generated by Coal 
Gasification’s expenditure of $2,776,000, was not allo- 
cated among the other System companies but the cash 
equivalent of the reduction, presently deferred on the 
books of Columbia, is proposed to be remitted to Coal 
Gasification. Similarly with respect to the year 1972, it is 
proposed that the tax reduction of approximately 
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$1,628,000 generated by Coal Gasification’s expenditures 
of $3,391,000, be not allocated to the other System com- 
panies and that the cash equivalent of said tax reduction 

be paid to Coal Gasification. 


5. In future years when Development U.S. or Develop- 
ment Canada or Coal Gasification has net taxable income 
they, or any of them, may be entitled to tax credits as a 
result of the loss carry-back or carry-over provisions of 
Section 172(b) of the Internal Revenue Code of 1954 in 
order to comply with the separate return limitations re- 
quired by Rule 45(b)(6). To the extent that those com- 
panies receive tax benefits pursuant to paragraphs 1, 2, 3 
or 4 above, such benefits would be applied to reduce any 
credits in future years to which any of those three com- 
panies might otherwise be entitled under the separate re- 
iurn limitations of Rule 45(b)(6). 


6. Subject to paragraph 5, in no event will the tax allo- 
cated to any subsidiary company of Columbia exceed the 
amount of tax of such company based upon a separate 
return computed as if such company has always filed its 
tax return on a separate return basis. 


The 1970 tax remittance of $8,300,000 to Development 
U.S. in respect of the leasehold abandonment (paragraph 
3 above) was accounted for by a credit to its accumulated 
provision for depreciation and depletion, thus reducing 
the net book value of its natural gas properties. In accord- 
ance with the “full cost’’ accounting, exploration and 
development costs of Development U.S. are capitalized 
and subsequently amortized, i.e., charged to income on a 
unit of production basis as the related gas or oil is sold. 
Development U.S. will defer on its books any tax remit- 
tances received pursuant to paragraphs 1 and 2 above, and 
will charge the deferral as such capitalized exploration 
and development costs are amortized. It is stated that 
Development Canada’s accounting treatment of such tax 
credits has not yet been determined, and that a deter- 
mination will take into account, among other things, the 
expected lengthy time interval between discovery of re- 
serves and bringing the gas to market. Remittances re- 
ceived by Coal Gasification (paragraphs 1, 2 and 4 above) 
will be credited to a deferred account, against which it 
would thereafter charge any increase in its future tax 
liabilities arising from the provisions of paragraph 5 above. 


Under the proposals set forth above, the actual consoli- 
dated tax liabilities of the Columbia System will not 
change. What will change is the allocation of that tax 
among the members of the group so that any tax credits 
remitted to the three exploration companies would be 
matched by an equal aggregate increase in the tax alloca- 
tion to other members of the group having taxable in- 
come. Assuming, however, that the above proposals had 
been fully applied to the year 1972, the resulting tax allo- 
cation to each of the Columbia subsidiaries having taxable , 
income, although larger than would be the case under 
strict adherence to Rule 45(b)(6), would still have been 
smaller than the tax liability of each such company on a 
separate return basis. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the. proposed transactions. Fees and expenses incurred in 

connection with the proposed transactions, to be paid by 





—_ 


Columbia, are estimatea at $10,795, including account- 
ants’ fee of $7,900 and charges, at cost, of $2,795 by 
Columbia Gas System Service Corporation. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 11, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said joint-declaration, as amended, 
which he desires to controvert; or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served personal- 
ly or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon the declarants at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the joint-declaration, as amended or 
as it may be further amended, may be permitted to be- 
come effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rule 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17969/May 18, 1973 


In the Matter of 


APPALACHIAN POWER COMPANY 

AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 

New York, New York 10004 

(70-5341) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK TO HOLDING COMPANY AND FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (‘“AEP’’), a registered holding com- 
pany, and its electric utility subsidiary company, Ap- 
palachian Power Company (“‘Appalachian’’), have filed an 
application-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (“Act’’), 
designating Sections 6(b) and 10 of the Act and Rule 50 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Appalachian proposes to issue and sell, pursuant to the 
competitive bidding requirements of Rule 50 under the 
Act, $50,000,000 aggregate principal amount of its first 
mortgage bonds in one or more new series maturing in not 
less than 5 and not more than 30 years. The number of 
new series of bonds and the maturity of the bonds will be 
determined not less than 72 hours prior to the bidding 
date. The interest rate on the bonds (which shall be a 
multiple of 1/8 of 1%) and the price to be paid to Ap- 
palachian (which shall not be less than 99% nor more 
than 102-3/4% of the principal amount thereof) will be 
determined by the competitive bidding. The bonds will be 
issued under and pursuant to the provisions of the Mort- 
gage and Deed of Trust dated as of December 1, 1940, 
made by Appalachian to Bankers Trust Company and 
G.E. Maier, as Trustees, as heretofore supplemented and 
amended and as to be further supplemented and amended 
by a Supplemental Indenture to be dated as of July 1, 
1973, which precludes Appalachian from redeeming any 
such bonds prior to July 1, 1978, if such redemption is 
for the purpose of refunding such bonds through the use, 
directly or indirectiy, of borrowed funds at an effective 
interest cost below that of the bonds. 


Appalachian also proposes to issue and sell, and AEP pro- 
poses to acquire, 825,000 shares of Appalachian’s com- 
mon stock, no par value, at $40 a share for a total cash 
consideration of $33,000,000. Appalachian presently has 
9,112,000 shares of common stock outstanding, all of 
which are held by AEP. 


The proceeds of the bonds and common stock, together 
with other funds which may become available, are pro- 
posed to be used by Appalachian (1) to pay or prepay 
unsecured short-term indebtedness outstanding on the date 
of the sale of the bonds; (2) in connection with the corm- 
pany’s $130,000,000 construction program, towards pay- 
ment for (or retirement of short-term borrowings issued 
in payment for) a one-third interest in the Amos Gen- 
erating Unit No. 3 (File No. 70-5318); and (3} for work- 
ing capital and to reimburse its treasury for money 
actually expended for such purposes. As of March 31, 
1973, no short-term debt was outstanding, and it is ex- 
pected that, at the time of issuance and delivery of the 
bonds, an aggregate amount of commercial paper and 
notes to banks estimated not to exceed $50,000,000 will 
be outstanding. 


The application indicates that the State Corporation Com- 
mission of Virginia, the State in which Appalachian is 
organized and doing business, and the Tennessee Public 
Service Commission, in which State Appalachian is quali- 
fied to do business, have jurisdiction over the issue and 
sale of the bonds and common stock. It is further repre- 
sented that the Public Service Commission of West Vir- 
ginia, in which State Appalachian is also qualified to do 
business, has jurisdiction over the issuance and sale of the 
common stock. No other State commission and no Fed- 
eral commission, other than this Commission, has jurisdic- 
tion over the proposed transactions. The fees and expenses 
to be incurred by Appalachian in connection with the 
proposed issue and sale of bonds will be supplied by 
amendment. Expenses with respect to the proposed com- 
mon stock are estimated not to exceed $1,500. 


NOTICE IS FURTHER GIVEN that any interested person 
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may, not later than June 13, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the 
applicants-declarants at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed or 
as it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pre- 
vided in Rules 20(a) and 100 thereof or take such oiiizi 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7815/May 14, 1973 


Admin. Proc. File No. 3-4249 
In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC. 

IDS MORTGAGE CORPORATION 

INVESTORS SYNDICATE DEVELOPMENT CORPORA- 
TION 

IDS Tower 

Minneapolis, Minnesota 55402 


and 


INVESTORS SYNDICATE TITLE AND 
GUARANTY COMPANY 

405 Lexington Avenue 

New York, New York 10017 

(812-3346) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
PROVISIONS OF SECTIONS 17(a), 17(d), AND 17(e) 
OF THE ACT 
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Investors Syndicate of America (‘‘Syndicate’’), a Minne- 
sota corporation registered under the Investment Com- 
pany Act of 1940 (‘‘Act’’) as a face-amount certificate 
company, |DS Mortgage Corporation (‘‘Mortgage Corpora- 
tion’’), which engages in the origination, purchase, sale 
and servicing of mortgages, Investors Syndicate Title and 
Guaranty Company (‘‘Title’’), a mortgage participation 
company which is wholly-owned by Syndicate, and In- 
vestors Syndicate Development Corporation (‘‘Develop- 
ment’), a wholly-owned subsidiary of Syndicate involved 
in real estate ventures (hereinafter referred to collectively 
as ‘‘Applicants’’), have filed an application pursuant to 
Section 6(c) of the Act for an order of the Commission 
exempting certain transactions from the provisions of 
Sections 17(a), 17(d). and 17(e) of the Act. 


On April 11, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7766) of the filing of the applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ord- 
ered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


This matter having been considered, it is found, on the 
basis of the information stated in the application, that the 
granting of the requested exemption is necessary or ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions of 
Sections 17(a), 17(d) and 17(e) of the Act is hereby 
granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7816/May 16, 1973 


Admin. Proc. File No. 3-4260 
In the Matter of 


LOOMIS-SAYLES CAPITAL DEVELOPMENT FUND, 
INCORPORATED 

P.O. Box 449 

Back Bay Annex 

Boston, Massachusetts 02117 

(812-3394) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING FROM SECTION 22(d) OF THE ACT THE 
SALE BY AN OPEN-END COMPANY OF ITS SECURI- 
TIES AT OTHER THAN THE PUBLIC OFFERING 
PRICE 


Loomis-Sayles Capital Development Fund, Incorporated 











(‘Applicant’), a Massachusetts corporation registered 
under the Investment Company Act of 1940 (‘‘Act’’) as a 
diversified, open-end management investment company, 
has filed an application pursuant to Section 6(c) of the 
Act for an order of exemption from Section 22(d) of the 
Act to permit Applicant to issue its redeemable securities, 
at a price other than the current public offering price as 
described in its prospectus, in exchange for substantially 
all of the assets of JWC Investment Company, Inc., a 
Michigan corporation. 


On April 16, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7771) of the filing of the applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ord- 
ered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption is necessary or ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption. from the provisions of 


Section 22(d) of the Act be, and hereby is, granted, effec- 


tive forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7817/May 16, 1973 


In the Matter of 


NATIONAL SECURITIES FUNDS 
FAIRFIELD FUND, INC. 
CAPITAL TRINITY FUND, INC. 


and 


NATIONAL SECURITIES & RESEARCH CORPORA- 
TION 

120 Broadway 

New York, New York 10005 

(812-3421) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT AND RULE 22d-1 
THEREUNDER : 


National Securities Funds, Fairfield Fund, Inc. and Capi- 
tal Trinity Fund, Inc. (‘‘Funds’’), all open-end, diversified 
management investment companies registered under the 
Investment Company Act of 1940 (‘‘Act’’), and National 
Securities & Research Corporation, the principal under- 


writer for the Funds, have filed an application pursuant 
to Section 6(c) of the Act for an order of the Commis- 
sion exempting from the provisions of Section 22(d) of 
the Act and Rule 22d-1 thereunder sale of shares of the 
Funds without a sales load in connection with a reinvest- 
ment privilege offered by the Funds. 


On April 17, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7773) of the filing of said applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ord- 
ered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the request exemption is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions of 
Section 22(d) of the Act and Rule 22d-1 thereunder be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7818/May 17, 1973 


Admin. Proc. File No. 3-4286 
In the Matter of 


LOEB, RHOADES & CO. 

42 Wall Street 

New York, New York 10005 
(812-3446) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 30(f) OF 
THE ACT 


Loeb, Rhoades & Co., a registered broker-dealer partner- 
ship (‘Applicant’), in connection with a proposed offer- 
ing of shares of common stock of Bond Shares of Ameri- 
ca, Inc. (““Company’’), a registered closed-end diversified 
management investment company, has filed an Applica- 
tion pursuant to Section 6(c) of the Investment Company 
Act of 1940 (‘‘Act’’) for an order of the Commission ex- 
empting Applicant and its co-underwriters from Section 
30(f) of the Act with respect to their transactions in- 
cidental to the distribution of the Company’s shares. 


On April 24, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7784) of the filing of said applica- 
tion giving interested persons an opportunity to request a 
hearing and stating that an order disposing of the applica- 
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tion might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. On 

May 14, 1973, an amendment to the application was filed 
indicating that the offering would be on a best efforts 
basis. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 


granting of the requested exemption is necessary or appro- 


priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 30(f) of 
the Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7819/May 17, 1973 


In the Matter of 


PMT TAX-EXEMPT BOND FUND, FIRST NEW YORK 
SERIES 
(AND SUBSEQUENT SERIES) 


PRESCOTT, MERRILL, TURBEN & CO. 
900 National City Bank Building 
Cleveland, Ohio 44114 


COHEN, SIMONSON & REA, INC. 
111 Broadway 

New York, New York 10006 
(812-3444) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) FOR ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTION 14(a) OF THE 
ACT AND RULE 19b-1 AND 22c-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that PMT Tax-Exempt 
Bond Fund, First New York Series (‘First Fund’’), and 
its sponsors, Prescott, Merrill, Turben & Co. and Cohen, 
Simonson and Rea, Inc. (The ‘‘Sponsors’’), (hereinafter 
collectively referred to as ‘‘Applicants’’), have filed an 
application pursuant to Section 6(c) of the Investment 
Company Act of 1940 (the ‘‘Act’’) for order of exemp- 
tion from the provisions of Section 14(a) of the Act and 
Rule 19b-1 and Rule 22c-1 under the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations con- 
tained therein which are summarized below. 


First Fund is registered under the Act as a unit invest- 
ment trust, and has filed a registration statement on Form 
S-6 under the Securities Act of 1933. The objective of 
First Fund and each subsequent series (hereinafter col- 
lectively referred to as the ‘‘Funds’’) is and will be to pro- 
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vide a diversified investment in high quality tax-exempt 
bonds. Each of the Funds will be governed by a trust 
agreement (the ‘‘Agreement’’) under which the Sponsors 
will act as such, United States Trust Company of New 
York will act as trustee (the ‘‘Trustee’’), and Standard 
and Poors Corporation will act as evaluator (‘Evaluator’). 
Each Agreement will contain standard terms and condi- 
tions of trust common to all the Funds. Pursuant to each 
Agreement the Sponsors will deposit with the Trustee not 
less than $3,000,000 principal amount of bonds, and 
simultaneously the Trustee will deliver to the Sponsors 
registered certificates for not less than 3,000 units, which 
will represent the entire ownership of each Fund. The 
units will then be offered for sale to the public by the 
Sponsor. All of the bonds deposited with the Trustee will 
be interest bearing obligations of the State of New York, 
and political subdivisions and authorities thereof and of 
certain United States territories and possessions, the in- 
terest on which is exempt from Federal, New York State 
and New York City income taxation. 


Each Fund will consist of the bonds, such bonds as may 
continue to be held from time-to-time in exchange or 
substitution for any of the bonds upon certain refunds, 
accrued and undistributed interest, and undistributed cash. 
Certain of the bonds may from time-to-time be sold under 
the special circumstances set forth in the Agreement, or 
may be redeemed or may mature in accordance with their 
terms. The proceeds from such dispositions will be distri- 
buted to unit holders and not reinvested. There will be no 
sale and reinvestment of the bonds. 


Each Unit for a particular Fund will represent a fractional 
undivided interest in that Fund. Units will be redeemable. 
In the event that any Unit shall be redeemed, the portion 
of the fractional undivided interest represented by each 
Unit outstanding will be increased. Units will remain out- 
standing until redeemed or until the termination of the 


Agreement. Each Agreement may be terminated by 66-2/3% 


agreement of the unit holders or, in the event that the 
value of the bonds shall fall below 20% of the amount 
originally deposited in the Fund, upon direction of the 
Sponsor. 


Section 14(a) 


Section 14(a) of the Act requires that a registered invest- 
ment company (a) have a net worth of at least $100,000 
prior to making a public offering of its securities, (b) have 
previously made a public offering and at that time have 
had a net worth of $100,000 or (c) have made arrange- 
ments for at least $100,000 to be paid in by 25 or fewer 
persons before acceptance of public subscriptions. 


Applicants seek an exemption from the provision of Sec- 
tion 14(a) in order that they may make public offerings 
of Units of the Funds as described above. In connection 
with the requested exemption from Section 14(a), the 
Sponsors have agreed as follows: (i) to refund on demand 
and without deduction the sales load to purchasers of 
Units, if within 90 days after the registration of a Fund 
under the Securities Act of 1933 becomes effective, the 
net worth of that Fund shall be reduced to less than 
$100,000 or if the Fund is terminated; (ii) to instruct the 
Trustee on the date the bonds are deposited in each Fund 
that if the Fund shall at any time have a net worth of 














less than 20% of the principal amount of bonds originally 
deposited in the Fund, as a result of redemption by the 
Sponsor of Units constituting a part of the-unsold Units, 
the Trustee shall terminate the Fund in the manner pro- 
vided in the Trust Agreement and distributed any bonds 
or other assets deposited with the Trustee pursuant to the 
Trust Agreement as provided therein; and (iii) in event of 
termination for the reasons described in (ii) above to re- 
fund any sales load to any purchaser of Units purchased 
from the Sponsor on demand and without any deduction. 


Rule 19b-1 


Rule 19b-1(a) under the Act provides, in substance, that 
no registered investment company which is a “regulated 
investment company” as defined in Section 851 of the 
Internal Revenue Code shall distribute more than one capi- 
tal gain distribution in any one taxable year. Paragraph 

(b) of the Rule contains a similar prohibition for a com- 
pany not a “regulated investment company” but permits 

a unit investment trust to distribute capital gain distribu- 
tions received from a “regulated investment company” 
within a reasonable time after receipt. 


Distributions of principal and interest to unit holders of 
a Fund are to be made on a quarterly basis. Distributions 
of principal constituting capital gains to unit holders may 
arise in two instances: (1) if an issuing authority calls or 
redeems an issue held in the portfolio, the sums received 
by a Fund will be distributed to a unit holder on the next 
distribution date; and (2) if units are redeemed by the 
Trustee and bonds from the portfolio are sold to provide 
the funds necessary for such redemption each unit holder 
will receive his pro-rata portion of the proceeds from the 
bonds sold. In such instances, a unit holder may receive 
in his distribution funds which constitute capital gains 
since in many cases the value of the portfolio bonds re- 
deemed or sold will have increased since the date of 
initial deposit. 


Paragraph (b) of Rule 19b-1 provides that a unit invest- 
ment trust may distribute capital gains received from a 
“regulated investment company” within a reasonable time 
after receipt. Applicants state that the purpose of this 
provision is to avoid forcing unit investment trusts to 
accumulate valid distributions received throughout the 
year and distribute them only at year end. Applicants con- 
tend that their situation is within the intended objectives 
of this provision. However, because this provision is not 
applicable to a Fund, since a Fund would not invest in 
regulated investment companies, it would be forced, under 
the Rule, to hold to the end of its taxable year any 
monies which would constitute capital gains upon distribu- 
tion. Applicants contend that such a practice would clearly 
be to the detriment of the unit holders. 


In support of the requested exemption, the application 
states that the dangers against which Rule 19b-1 is in- 
tended to guard do not exist in Applicants’ situation 

since the events which may give rise to capital gains are 
independent of any action by the Sponsor and the Trus- 
tee. In addition, it is alleged that the amounts involved in 
a normal distribution of principal are relatively small in 
comparison to the normal interest distribution, and such 
distributions are clearly indicated in accompanying reports 
to unit holders as a return of principal. 


Rule 22c-1 


Rule 22c-1 provides, in pertinent part, that redeemable 
securities of registered investment companies may be sold, 
redeemed, or repurchased at a price based on the current 
net asset value (computed on each day during which the 
New York Stock Exchange is open for trading not less 
frequently than once daily as of the time of the close of 
trading on such Exchange) which is next computed after 
receipt of a tender of such security for redemption or of 
an order to purchase or sell such security. 


The Sponsors intend to maintain a market for units of 
the Funds, subsequent to the initial public offering of 

each Fund, and to continuously offer to purchase such 
units at prices in excess of the redemption prices as set 
forth in the Agreements. 


Applicants assert that the pricing by the Sponsors in the 
secondary market will in no way affect the assets of the 
Funds, and the public unit holders will benefit from such 
pricing procedure by receiving a normally higher repur- 
chase price for their Units without the cost burden of 
daily evaluations of the Unit redemption value. In addi- 
tion, the Sponsors have undertaken to adopt a procedure 
whereby the Evaluator, without a formal evaluation, will 
provide estimated evaluations on trading days. In the case 
of a repurchase, if the Evaluator cannot state that the 
previous Friday’s price is at least equal to the current bid 
price, the Sponsors will order a full evaluation. The Spon- 
sors agree that, in case of the resale of Units in the sec- 
ondary market, if the Evaluator cannot state that the pre- 
vious Friday’s price is not more than one-half point 
($5.00 on a unit representing $1,000.00 principal amount 
of underlying bonds) greater than the current offering 
price, a full evaluation will be ordered. Applicants con- 
tend that under these circumstances the exemption of the 
Sponsors from the provisions of Rule 22c-1 will in no 
way affect the operations of a Fund and will benefit the 
unit holders by providing a repurchase price for their 
Units which is in excess of the current net asset value of 
such Units as computed for redemption purposes. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions from any provisions of 
the Act or of any rule or regulation under the Act, if and 
to the extent such exemption is necessary or appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 1, 1973 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues, if 
any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicants at the address stated 
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above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, as 
provided by Rule 0-5 of the Rules and Regulations pro- 


mulgated under the Act, an order disposing of the applica- 


tion herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if ord- 
ered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7820/May 17, 1973 


In the Matter of 


GOLDMAN, SACHS & CO. 
55 Broad Street 

New York, New York 10004 
(812-3460) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR EXEMPTION FROM SECTION 30(f) 


NOTICE IS HEREBY GIVEN that Goldman, Sachs & Co. 
(‘Applicant’), a registered broker-dealer and one of the 
prospective representatives of a group of underwriters to 
be formed in connection with a proposed public offering 
of shares of the Common Stock ($1 par value) of Circle 
Income Shares, Inc. (the ““Company’’), a new, registered 
closed-end, diversified management investment company, 
has filed an application, pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘‘Act’’) for an order 
exempting Applicant and its co-underwriters from Section 
30(f) of the Act in respect of their transactions incident 
to the distribution of the Company’s shares. All interested 
persons are referred to the application on file with the 
Commission for a statement of the contents thereof, 
which are summarized below. 


Shares of the Company (the ‘Registered Shares’’) are to 
be purchased by the underwriters pursuant to an under- 
writing agreement to be entered into between Company, 
its investment adviser and the underwriters represented by 
Applicant. It is intended that the several underwriters will 
make a public offering of the Registered Shares which 
such underwriters are to purchase under the underwriting 
agreement as soon as practicable after the effective date 
of Company’s Registration Statement on Form S-4. 


In addition to purchases from the Company and sales to 
dealers and retail customers, there may be the usual trans- 
actions of purchases or sales incident to a distribution, 
such as stabilizing purchases, purchases to cover over- 
allotments or other short positions created in connection 
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with such distribution, and sales of shares purchased in 
stabilization. 


It is possible that the ownership of shares of the Com- 
pany’s Common Stock by one or more of the under- 
writers will exceed 10 percent of the aggregate number of 
outstanding shares after the purchase (s) by the under- 
writers pursuant to the underwriting agreement, immedi- 
ately prior to completion of the distribution and/or at 
some interim time. 


Section 30(f) of the Act subjects every person who is 
directly or indirectly the beneficial owner of more than 
10% of any class of outstanding securities of the Com- 
pany to the same duties and liabilities as those imposed 
by Section 16 of the Securities Exchange Act of 1934 
(“Exchange Act”). 


Section 16(a) of the Exchange Act requires insiders to 
file reports of their holdings and changes in their holdings 
and Section 16(b) makes such insiders liable for short- 
term trading profits. 


Rule 16b-2 under the Exchange Act exempts certain 
transactions in connection with a distribution of securities 
from the operation of Section 16(b) of the Exchange 
Act. Applicant states that the purposes of the purchases 
by Applicant and the other underwriters of the Regis- 
tered Shares from the Company is for resale in connec- 
tion with the distribution of such Shares. The purchases 
and sales will thus be transactions effected in connection 
with a distribution of a substantial block of securities 
within the purpose and spirit of Rule 16b-2. 


It is possible, however, that Applicant and one or more 
of the co-underwriters will not be exempted from Section 
16(b) by the operation of Rule 16b-2, as they may fail 
to meet the requirement stated in paragraph (a)(3) of 
Rule 16b-2 that the aggregate participation of persons not 
within the purview of Section 16(b) of the Exchange Act 
be at least equal to the aggregate participation of persons 
receiving the exemption under Rule 16b-2. It is possible 
that one or more of the underwriters subject to Section 
16(b) may become obligated, pursuant to the underwrit- 
ing agreement, to purchase more than 50% of the Regis- 
tered Shares. Moreover, Rule 15b-2 will not exempt the 
underwriters subject to Section 30(f) of the Act from the 
provisions of Section 16(a) of the Exchange Act. 


Applicant states that there is no “inside information” in 
existence since the Company, prior to the purchase of the 
Registered Shares, will have no assets (other than the 
approximately $1,000 required for state law initial capi- 
talization purposes) or business of any sort, and detailed 
information with respect to the Company will be set forth 
in the prospectus incorporated in its registration state- 
ment on Form S-4. 


Applicant submits that the requested exemption from the 
provisions of Section 30(f) of the Act is necessary or ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. It is further sub- 
mitted that the transactions sought to be exempted are 
not susceptible for use in connection with the practices 








Section 16 of the Exchange Act and Section 30(f) of the 
Act were enacted to prevent. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi- 
tionally exempt any person, security or transaction, or 
any class or classes of persons, securities, or transactions 
from any provision of the Act and Rules promulgated 
thereunder if and to the extent that such exemption is 
necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than June 1, 1973 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on this 
matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shali be filed contemporaneously with 
the request. At any time after said date, as provided by 
Rule 0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the Application herein may 
be issued by the Commission upon the basis of the infor- 
mation stated in said Application, unless an order for 
hearing upon said Application shall be issued upon request 
or upon the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing is ord- 
ered, will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7821/May 17, 1973 


In the Matter of 


BLYTH EASTMAN DILLON & CO. 
INCORPORATED 

One Chase 

Manhattan Plaza 

New York, New York 10005 

(812-3447) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 30(f) OF 

THE ACT TO THE EXTENT THAT SUCH SECTION 

ADOPTS SECTION 16(b) OF THE SECURITIES EX- 

CHANGE ACT OF 1934 


Blyth Eastman Dillon & Co. Incorporated (‘‘Applicant’’), 
a registered broker-dealer and one of the prospective 
representatives of a group of underwriters being formed in 
connection with a proposed public offering of shares of 
Common Stock of Aetna Income Shares, Inc. (‘Fund’), 

a registered diversified closed-end management investment 
company, has filed an application pursuant to Section 6(c) 
of the Investment Company Act of 1940 (‘Act’’) for an 
order exempting Applicant and its co-underwriters from 
Section 30(f) of the Act to the extent that such Section 
adopts Section 16(b) of the Securities Exchange Act of 
1934 with respect to their transactions incidental to the 
distribution of Fund shares. 


On May 2, 1973, the Commission issued a notice of filing 
of said application (Investment Company Act Release No. 
7800), giving interested persons an opportunity to request 
a hearing and stating that an order disposing of the appli- 
cation might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission 
has not ordered a hearing. 


The Commission has considered the matter and finds that 
the granting of the requested exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 30(f) of 
the ‘Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7822/May 18, 1973 


In the Matter of 


THE PRUDENTIAL INSURANCE COMPANY 
OF AMERICA 

Prudential Plaza 

Newark, New Jersey 07101 


PRUDENTIAL’S INVESTMENT PLAN ACCOUNT 
PRUDENTIAL’S ANNUITY PLAN ACCOUNT 


PRUDENTIAL’S ANNUITY PLAN ACCOUNT-2 
The Prudential Insurance Company of America 
Financial Security Program Office 

P.O. Box 2925 

Phoenix, Arizona 85036 


PRUDENTIAL’S GIBRALTAR FUND 
3003 N. Central Avenue 
Phoenix, Arizona 85012 


(812-3301) 
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ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
MODIFYING A PREVIOUS ORDER AND GRANTING 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT AND, PURSUANT TO SECTION 
11(c), APPROVING AN OFFER OF EXCHANGE 


The Prudential Insurance Company of America (‘Pru- 
dential’’), on its own behalf and, as sponsor and depositor, 
on behalf of Prudential’s Investment Plan Account (“IPA”), 
Prudential’s Annuity Plan Account (“APA”), Prudential’s 
Annuity Plan Account-2 (‘“APA-2’’), and Prudential’s 
Gibraltar Fund (hereinafter collectively referred to as 
“Applicants”), have filed an application pursuant to Sec- 
tions 6(c) and 11 of the Investment Company Act of 
1940 (“‘Act’’) for an order (a) modifying an order of the 
Commission dated August 6, 1969 (the ‘1969 order’), 

as amended on August 27, 1969 (Investment Company 
Act Release Nos. 5767 and 5796); (b) exempting Pru- 
dential and APA to a limited extent from the provisions 
of Section 22(d) of the Act; and (c) approving an offer 

by Prudential and IPA to exchange participating interests 
under existing Systematic Investment Plan Contracts 
issued by IPA for participating interests under different 
Systematic Investment Plan Contracts with ‘Share Value 
Protection” to be issued by IPA. 


On April 19, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7776) of the filing of the applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the matter might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for modification of the 1969 order 
and exemption from Section 22(d) of the Act is hereby 
granted, effective forthwith. 


IT IS FURTHER ORDERED that the exchange offer pur- 
suant to Section 11(c) of the Act is hereby approved, 
effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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Litigation Release No. 5888/May 14, 1973 


SEC FILES INJUNCTIVE ACTION AGAINST ALLE- 
GHENY BEVERAGE CORPORATION AND OTHERS 
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The Securities and Exchange Commission announced the 
filing of a Complaint on May 11, 1973 in the United 
States District Court for the District of Columbia seeking 
to enjoin Allegheny Beverage Corporation (ABC), a Mary- 
land corporation whose common stock is traded in the 
over-the-counter market, Valu Vend, Inc. (VV) and Valu 
Vend Credit Corporation (VVCC), subsidiaries of ABC, and 
twenty-two other defendants including Morton M. Lapides, 
Harry J. Conn, Anthony J. Hering and William W. Kane, 
all of whom are or were officers or directors of ABC and 
its subsidiaries; Benjamin Botwinick and Co. (BB), ABC’s 
independent certified public accountants, and Alvin 
Mindes, a partner of BB; First Duso Securities Corpora- 
tion (First Duso), a broker-dealer named as underwriter 

in a debenture offering by VVCC, and Miles Bahl, an 
officer of First Duso; Klein & Dahne, legal counsel to 
ABC and VV, David S. Klein, a partner in the law firm 

of Klein & Dahne and Barry Dahne, a partner in the law 
firm of Klein & Dahne and a certified public accountant; 
Paken Enterprises, Inc. (Paken), Kenneth E. Denson, presi- 
dent of Paken; Southern Capital Corporation (SCC), 
Claude Leroy Dixon, president of SCC; W.F.S., Inc., 
Walter F. Sparks, president of W.F.S., Inc.; Suburban 
Trust Company, escrow agent and trustee of the VVCC 
debenture offering; Wright, Robertson & Dowell, legal 
counsel to VVCC on the VVCC debenture offering, and 
C. Gordon Haines, a partner in Wright, Robertson & 
Dowell; McLaughlin & Stern, Ballen and Miller (MSBM), 
legal counsel to First Duso, and A. Jeffry Robinson, an 
associate in the law firm of MSBM; from further viola- 
tions of various provisions of the federal securities laws 
(including the anti-fraud and registration provisions). The 
complaint also requests a mandatory injunction to require 
ABC to correct certain reports filed with the Commission 
which are alleged to be materially false and misleading. 
The complaint further requests an order requiring certain 
of the defendants to disgorge the profits from their public 
sale of ABC common stock and to disgorge all monies 
received as interest and premium resulting from their pur- 
chase of VVCC debentures. 





Litigation Release No. 5889/May 14, 1973 
SEC v. JOEL KLINE et al. (D.D.C.) 


William R. Schief, Administrator of the Washington Re- 
gional Office of the Securities and Exchange Commission 
(SEC) and Harold H. Titus, Jr., U.S. Attorney for the 
District of Columbia today announced that on May 9, 
1973 a Federal Grand Jury sitting in the District of 
Columbia returned a 21-count indictment charging Joel 
Kline of Chevy Chase, Maryland, Eric Adolph Baer a/k/a 
‘Joe’ Baer of Bethesda, Maryland and Donald Harrison 
Abrams of Potomac, Maryland with perjury and con- 
spiracy to obstruct justice during a Commission investiga- 
tion of other possible violations. 


The conspiracy count of the indictment charges in sub- 
stance that defendants Kline, Baer, and Abrams conspired ¢ 
during an eight month period beginning July 1972 to 
tamper with and influence witnesses and to conceal and 
destroy evidence relevant to an investigation being con- 
ducted by the Commission. Among other matters, the 
Commission investigation concerned possible manipulation 








of the over-the-counter market prices for several com- 
panies promoted by Kline. The indictment also charges 
that meetings were held with witnesses expected to testify 
at the Commission to “compose, prepare, and coordinate 
false and perjurious testimony” and that the defendants 
sought to procure such perjury by ‘‘substantial cash pay- 
ments” and “‘verbal persuasions and reassurances”’. Finally, 
the indictment charges a plan of the defendants to per- 
jure themselves before the Commission and to alter, 
destroy and conceal evidence relevant to the SEC investi- 
gation. Also, Joel Kline was charged in nine perjury counts, 
Eric Baer in nine perjury counts and Donald Abrams in 
two perjury counts relating to their testimony before staff 
of the SEC. 


The investigation in this matter was jointly conducted by 
the Securities and Exchange Commission, the Federal 
Bureau of Investigation, and the U.S. Attorney's Office in 
the District of Columbia. 





Litigation Release No. 5890/May 16, 1973 


SEC v. NORTHWEST PACIFIC ENTERPRISES, INC. 
(W.D. Wn.) 


Jack H. Bookey, Acting Administrator of the Seattle Re- 
gional Office of the Securities and Exchange Commission, 
announced that on April 27, 1973, the Honorable William 
N. Goodwin, United States District Judge for the Western 
District of Washington, in Tacoma, Washington, after a 
hearing on the Commission’s Motion for Summary Judg- 
ment, issued an order of permanent injunction against 
Norwest Pacific Enterprises, Inc., a Utah corporation, 
Richard Matuszewski, of Seattle, Washington, Francis C. 
Lund, a Salt Lake City, Utah attorney, Robert M. Bryson, 
of Salt Lake City, Utah, Breinholt, Daines and Okuda, a 
Salt Lake City firm of Certified Public Accountants, and 
Tubber T. Okuda, a partner in that CPA firm. 


The order permanently enjoins defendants Northwest 
Pacific Enterprises, Inc., Matuszewski, Lund and Bryson 
from further violations of Section 5 (registration) of the 
Securities Act of 1933 and enjoins defendants Northwest 
Pacific Enterprises, Matuszewski, Lund, Bryson, Okuda 
and Breinholt, Daines and Okuda from further violations 
of Section 17 (anti-fraud) of the Securities Act of 1933, 
and Section 10(b), and Rule 10b-5 thereunder, of the 
Securities Exchange Act of 1934, in connection with the 
offer and sale of any securities of any issuer, including, 
but not limited to, the common stock of Northwest 
Pacific Enterprises, Inc. 


The order also permanently enjoins defendants Northwest 
Pacific, Matuszewski, Lund and Bryson from filing with 
the Securities and Exchange Commission any further false 
and misleading registration statements on Form 10 (gen- 
eral registration of securities pursuant to Section 12(g) of 
the Securities Exchange Act of 1934) in connection with 
the common stock of Northwest Pacific or any other 
securities of any issuer, and requires defendant Northwest 
Pacific, its officers, directors and agents to amend and 
correct the false and misleading Form 10 filed by North- 
west Pacific on October 12, 1971 and to file, and bring 


current, all reports required by Section 13 of the Securi- 
ties Exchange Act of 1934. 


See Litigation Release Nos. 5492, 5552 and 5647 for 
further details. 





Litigation Release No. 5891/May 16, 1973 


SEC v. CLINTON OIL COMPANY, et al. (USDC/D - 
Kansas) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
today announced that Federal District Judge Wesley E. 
Brown, Wichita, Kansas, has entered orders of permanent 
injunction by consent against Realto P. Clinton, William 
E. Lusk and Lloyd W. Parrish, all of Wichita, Carl A. 
Funke, New York, N.Y., Rudolph H. Funke, Deerfield 
Beach, Florida, and Vernon E. Taylor, La Mesa, Califor- 
nia, prohibiting further violations of the federal securities 
laws. The six were among 18 individual defendants in the 
Commission’s civil injunctive action filed against Clinton 
Oil Company of Wichita, and others, on January 15, 1973. 


Judge Brown entered the orders of permanent injunction 
against Carl A. Funke and Rudolph H. Funke on April 4, 
1973; Vernon E. Taylor, April 25, 1973; William E. Lusk 
and Realto P. Clinton, May 2, 1973; and Lloyd W. Par- 
rish, May 8, 1973. 


In the Commission’s complaint, the defendants were 
individually charged with violations of the following pro- 
visions of the Securities Act of 1933 and the Securities 
Exchange Act of 1934: 


Realto P. Clinton—anti-fraud; securities registration; 
false filings of registration statements, proxy statements 
and periodic reports; unregistered broker-dealer, unlawful 
extension of credit. 


Carl A. Funke—anti-fraud; securities registration; false 
filings of registration statements. 


Rudolph H. Funke—anti-fraud; securities registration; 
false filings of registration statements. 


William E. Lusk—anti-fraud; securities registration; 
false filings of registration statements. 


Lloyd W. Parrish—anti-fraud; securities registration; 
false filing of registration statements. 


Vernon E. Taylor—anti-fraud; securities registration; 
false filings of registration statements. 


For further information see Litigation Release Nos. 5693, 
5715 and 5798. 





Litigation Release No. 5892/May 16, 1973 


SEC v. SCHREIBER BOSSE & CO., INC. 
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John |. Mayer, Regional Administrator of the Chicago 
Regional Office of the Securities and Exchange Commis- 
sion, announced that on May 7, 1973, the Securities In- 
vestor Protection Corporation (‘‘SIPC’’) filed an applica- 
tion alleging that Schreiber Bosse & Co., Inc. is in danger 
of failing to meet its obligations to customers and that 
such customers are in need of protection under the Secu- 
rities Investor Protection Act of 1970. In its application, 
SIPC requested the appointment of a trustee for the pur- 
pose of liquidating Schreiber Bosse & Co., Inc. The de- 
fendant consented to the appointment of a trustee, with- 
out admitting or denying the allegations in SIPC’s applica- 
tion. Judge Thomas Lambros appointed James Sheedy, 
Esq., a partner in the law firm of Squire, Sanders & 
Dempsey located at 1800 Union Commerce Building, 
Cleveland, Ohio 44115 as SIPC trustee. 





Litigation Release No. 5893/May 16, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office and Whitney North Seymour, Jr., U. S. 
Attorney for the Southern District of New York 
announced that on May 4, 1973 Harry Silber of Brook- 
lyn, New York and Albert Feiffer of Miami Beach, Florida 
each pleaded guilty to one count to an information charg- 
ing them with filing false affidavits in federal court in 
Manhattan. The affidavits were submitted in opposition 
to the Commission's application for a preliminary injunc- 
tion in 1970 in SEC v. Radio Hill Mines Co., Ltd. Both 
Silber and Feiffer were preliminarily enjoined after an 
evidentiary hearing in 1970 and ordered to file certain 
reports relating to their securities transactions in connec- 
tion therewith. 


Mr. Moran also announced that on February 21, 1973 
they had consented to permanent injunctions containing 
a similar reporting provision which is to remain in effect 
for five years. Silber and Feiffer admitted the substantive 
allegations of the Commission’s Complaint. 


Judge Charles Brieant, Jr. scheduled sentencing for June 
21, 1973. 


The convictions followed a reference to the Department 
of Justice from the Commission. 


For further information, see Litigation Release Nos. 4710, 
4768, 4781, 4820, 5105 and 5457. 





Litigation Release No. 5894/May 16, 1973 
U.S. v. HAROLD GOLDSTEIN (C.D. Ca.) 


United States Attorney William D. Keller and Gerald E. 
Boltz, Regional Administrator of the Los Angeles Office 
of the Securities and Exchange Commission, announced 
today the return of a 16-count indictment against the 
former president of Goldstein, Samuelson, Inc., a major 
commodity option dealer, alleging an intricate scheme to 
defraud the public of millions of dollars, and perjury. 


The individual indicted by the Federal Grand Jury, accord- 
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ing to Richard H. Kirschner, Assistant U.S. Attorney, 
Special Prosecutions Section, who is in charge of the case, 
is HAROLD GOLDSTEIN, 28, 321 North Palm Drive, 
Beverly Hills, California. 


According to Mr. Kirschner the mail fraud indictment was 
the product of an intensive investigation spearheaded by 
the Securities and Exchange Commission and aided by 
the Postal Inspection Service. 


The object of the alleged scheme as described in the in- 
dictment was to sell commodity options, on unregulated 
commodities, to various victims throughout the world. 
A commodity option is the right to buy or sell a futures 
commodity contract at a fixed price before a specified 
date. 


It is charged that Goldstein, Samuelson, Inc., a wholly- 
owned subsidiary of First Leisure Corporation, main- 
tained offices and agents throughout the world. Mr. 
Kirschner stated the indictment charges that as part of 
the scheme to defraud GOLDSTEIN caused various mis- 
representations to be made to the effect that: 


1. Goldstein, Samuelson, Inc. had a $1,000,000 surety 
bond for the purpose of insuring liabilities to its custom- 
ers, when in truth no such bond existed. 


2. Goldstein, Samuelson, Inc. had policies underwritten 
by Lloyds of London guaranteeing customers premiums 
and profits should Goldstein, Samuelson, Inc. become 
insolvent, when in truth no such policies existed. 


3. Goldstein, Samuelson, Inc., as of June 30, 1972, had 
a commodity contract account with a New Orleans brok- 
er/dealer having an equity balance in excess of 
$1,000,000 and a cash accumulation of approximately 
$150,000, when in truth no such account existed. 


4. Goldstein, Samuelson, Inc., as of September 30, 1972, 
had a commodity contract account with a New Orleans 
broker/dealer having an equity balance of approximately 
$3,000,000.00 and accumulated cash of approximately 
$500,000, when in truth no such account existed. 


5. Goldstein, Samuelson, Inc. was regulated by the Na- 

tional Association of Securities Dealers, Inc. and by the 
Commodity Exchange Authority, when in truth it was 

not. 


The indictment also charges that GOLDSTEIN caused a 
false and fraudulent certified Financial Statement to be 
prepared and distributed. 


Court records indicate that Goldstein, Samuelson, Inc. 
was adjudged an involuntary bankrupt on March 30, 1973 
with liabilities owed to customers of approximately 
$80,000,000:00. 


According to Mr. Kirschner GOLDSTEIN was arrested 
Thursday May 10, 1973 and U.S. District Court Judge 
Lawrence T. Lydick approved a $500,000 bond. If con- 
victed GOLDSTEIN faces a possible prison sentence of 
80 years and/or fines of $85,000.00. 














Litigation Release No. 5895/May 16, 1973 


Donald J. Stocking, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, an- 
nounced the filing on May 8, 1973, of a complaint seek- 
ing an injunction against Gary L. Jones and Associates, a 
Salt Lake City, Utah broker-dealer, and Gary L. Jones, 
president of the firm, in the United States District Court 
at Salt Lake City, Utah. On the same day, the Honorable 
Willis W. Ritter, chief judge of that Court, entered a 
Temporary Restraining Order which enjoins the defend- 
ants for a ten-day period from violating the Commission’s 
net capital rule and certain notification and reporting 
rules promulgated under the Securities Exchange Act of 
1934. On May 9, 1973, Judge Ritter appointed Lindsey 
Kessler, who has offices at 920 Continental Bank Build- 
ing, Salt Lake City, Utah, as temporary receiver for Gary 
L. Jones and Associates. 


Gary L. Jones and Associates and Gary L. Jones consented 
to the entry of the Temporary Restraining Order and to 
the appointment of a temporary receiver. 





Litigation Release No. 5896/May 16, 1973 


James R. Thompson, United States Attorney for the 
Northern District of Illinois, and John |. Mayer, Admin- 
istrator of the Chicago Regional Office of the Securities 
and Exchange Commission, jointly announced that on 
May 11, 1973, Vaughn V. Moore entered a plea of no/o 
contendere before United States District Judge Thomas 
R. McMillen to twelve counts of violations of the anti- 
fraud provisions of the Securities Act of 1933, one 
count of mail fraud, and one count of conspiracy to 
violate the anti-fraud provisions of the Securities Act and 
the mail fraud statue. The plea was entered in connection 
with an indictment alleging that Vaughn V. Moore and 
Duane Duermeier violated the aforesaid statues while 
offering and selling securities of Greater Illinois Insurance 
Agency, Greater Illinois Investment Company Security 
National Investment Company, Chiropractic Health Plans 
Agency, Inc. and General Life Insurance Securities Com- 
pany. 


On November 6, 1972 Duermeier pleaded guilty to the 
conspiracy count of the indictment and was sentenced to 
three years which sentence was suspended and Duermeier 
was placed on probation. The remaining counts-in the 
indictment are still pending. 


Judge McMillen set the date of June 19, 1973 to sentence 
Moore pursuant to his plea. For more information see 
Litigation Release No. 5090. 





Litigation Release No. 5897/May 16, 1973 


Donald J. Stocking, Regional Administrator of the Denver 
Regional Office of the Securities and Exchange Commis- 
sion, announced that on May 4, 1973, a federal grand 
jury in Denver, Colorado, returned a three-count indict- 
ment charging David Eugene Duncan, Denver, Colorado, 
with criminal contempt of a permanent injunction which 


had been entered earlier by the United States District 
Court in Denver, Colorado, and which permanently en- 
joined Duncan from further violating the registration and 
anti-fraud provisions of the federal securities laws. Duncan 
had consented to the entry of the permanent injunction. 


On November 19, 1971, the United States District Court 
in Denver, Colorado, permanently enjoined Duncan, et al. 
from further violating Sections 5(a), 5(c) and Section 17 
of the Securities Act of 1933, as amended, in connec- 
tion with the offer for sale, sale and delivery after sale of 
notes or any other security. 


The indictment charges Duncan with three counts of 
criminal contempt of the November 19, 1971, Order of 
Permanent Injunction regarding the registration violations. 
The indictment charges that Duncan offered and sold 
securities and deposited proceeds received from the sale of 
securities in the bank account of The Bankers Fund, Inc. 
in Phoenix, Arizona, in criminal contempt of the perma- 
nent injunction against him, during the period from 
January 1972 to February 1972. 





Litigation Release No. 5898/May 17, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office announced that on May 2, 1973 Judge 
Sylvester J. Ryan of the United States District Court for 
the Southern District of New York signed an order direct- 
ing Dr. Lester Teltsher of Hibiscus Island, Miami Beach, 
Florida to supply the Commission's staff with exemplars 
of his handwriting. The Commission had filed an applica- 
tion seeking to enforce an administrative subpoena duces 
tecum which had been issued to Dr. Teltsher. Specifically, 
the application requested the Court to order Dr. Teltsher 
to show cause why he should not be directed to supply 
the Commission’s staff with a sample of his handwriting. 
It was alleged that Dr. Teltsher refused to comply with 
the request on the grounds that to do so might tend to 
incriminate him despite being advised that handwriting 
exemplars were not subject to the protection of the Fifth 
Amendment. Dr. Teltsher consented to the entry of the 
Court order. 


Previously, Judge Lawrence W. Pierce of the same court 
had filed an opinion on April 11, 1973 which denied an 
application filed by Dr. Teltsher which sought to quash an 
administrative subpoena duces tecum issued to a Miami, 
Florida bank at which he had an account. 


The subpoenas duces tecum were issued as part of an 
investigation into Texture Products, Inc. and Morgan, 
Kennedy & Co., Inc. by a Joint SEC-NASD Task Force 
which is investigating certain abuses in the over-the- 
market. 


For further information, see Litigation Release No. 5856. 





Litigation Release No. 5899/May 17, 1973 


Gerald E. Boltz, Regional Administrator, Los Angeles, 
California, and Leonard H. Rossen, Associate Regional 
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Administrator, San Francisco, California, announced that 
on May 17, 1973, a complaint was filed in the United 
States District Court for the Northern District of Califor- 
nia seeking the appointment of a receiver for various de- 
fendants and an injunction restraining violations of certain 
provisions of the Securities Act of 1933 and the Securities 
Exchange Act of 1934. The defendants are GeoTek Re- 
sources Fund, Inc.; GTR Management Company, Inc.; 
Charter Street Corporation; GeoTek Resources Funds 
69-1, 70-1, 70-2, 71-1 and 71-2; J. B. Oil Company; 
Petroleum 2000 Corporation; Petroforce Corporation; 
Citrix Oil Company; Washington Oil Investors, Inc.; The 
Fundamental Oil Corporation of California; Jack P. Burke; 
Otis Chandler; Arthur J. Lempert; Jacqueline Chambers; 
Robert G. Mount; Percy E. Goodwin; Robert E. Burke; 
Arthur Young and Company; Douglas F. Page; Kenneth 

L. Kost; Thomas W. Orr; and George Steven Burrill. An 
injunction is sought against all of the defendants and a 
receiver is being sought for all of the corporate entities 
and the GeoTek oil and gas funds. 


The complaint alleges that from January 1964 through 
January 1972 about $30,000,000 was obtained in viola- 
tion of the federal securities laws from more than 2,000 
public investors in the various oil and gas programs of 
defendant J. Burke. Included in this amount is about 
$12,500,000 from the sale of interests in the J. B. Oil 
Exploration Programs for 1964 through 1968; about 
$1,000,000 from the sale of interests in Petro Develop- 


ment Associates, Ltd. (Petro) and Hydrocarbon Associates, 


Ltd. (Hydro); and about $17,000,000 from the sale of 
interests in the GeoTek funds in 1969, 1970 and 1971. 
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The complaint seeks to enjoin violations of the registra- 
tion provisions of Sections 5(a) and (c) of the Securities 
Act of 1933 by defendants Fundamental, J. B. Oil, Cit- 
rix, J. Burke, Chandler, Lempert, Mount, and Goodwin. 
The complaint also seeks to enjoin violations of the anti- 
fraud provisions of Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5 promulgated thereunder, by de- 
fendants GeoTek Resources, GTR Management, Charter 
Street, Fundamental, J. B. Oil. Petroleum 2000, Petro- 
force, Citrix, Washington Oil, J. Burke, Chandler, Lem- 
pert, Chambers, Mount, Goodwin, R. Burke, Arthur 
Young, Page, Kost, Orr and Burrill. Furthermore, the 
complaint seeks to enjoin violations of the reporting pro- 
visions of Sections 13(a) and 15(d) of the Securities Ex- 
change Act of 1934 and the rules and regulations promul- 
gated thereunder by defendants GeoTek Resources, GTR 
Management, Fundamental, J. Burke, Chambers, Arthur 
Young, Orr, Burrill, Page and Kost. A receiver is sought 
to take immediate control and possession of all monies 
and properties of the corporate entities and GeoTek 
funds, to conserve their assets, to undertake an independ- 
ent inquiry and investigation to ascertain the true finan- 
cial condition of the defendants, and to report to the 
court the existence and value of assets of these defendants 
with the receiver’s opinion as to the solvency or insolvency 
of these defendants. 


The investigation in this matter is continuing. 
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